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NATIONAL  HOUSING  POLICY-STATES* 
RESPONSE 


Wednesday,  March  11,  1987 

House  of  Representatives, 
Subcommittee  on  Housing  and  Community 

Development, 

COMMITTEE  ON  BANKING,  FINANCE  AND  UrBAN  AfFAIRS, 

Washington,  DC. 

The  subcommittee  met  at  2:19  p.m.  in  room  2128  of  the  Rayburn 
House  Office  Building,  Hon.  Henry  B.  Gonzalez  (chairman  of  the 
subcommittee)  presiding. 

Present:  Chairman  Gonzalez,  Representatives  Garcia,  Frank, 
Kaptur,  Roemer,  Kennedy,  Saxton  and  Swindall. 

Chairman  Gonzalez,  (presiding)  The  subcommittee  will  please 
come  to  order. 

The  Subcommittee  on  Housing  and  Community  Development 
bespis  legislative  hearings  today  on  H.R.  4— this  is  a  first  of  a 
series  of  hearings— on  the  Housing  and  Community  Development 
Act  of  1987. 

The  subcommittee,  on  February  4,  1987,  held  a  hearing  on  the 
emergency  homeless  legislation;  on  February  24  held  a  field  hear- 
ing in  Alexandria,  VA  to  dramatize  two  examples  of  the  loss  of 
hundreds  of  affordable  rental  housing  units  for  low  and  moderate 
income  families  in  the  Nation's  urban  areas. 

Additional  hearings  have  been  scheduled  for  March  12,  19,  and 
26. 

We  hope  to  have  markup  on  H.R.  4  following  those  hearings. 

From  the  millions  of  new  homeless  men,  women,  and  children  to 
the  thousands  of  low  income  families  displaced  each  year  from 
rental  housing  conversions  to  higher  priced  units,  it  is  clear  that 
the  Nation  continues  to  face  a  desperate  affordable  housing  short- 
age. 

As  a  matter  of  fact,  we  estimate  that  there  are  about  3  million 
families  that  are  facing  the  loss  of  their  low  and  moderate  income 
rental  homes  because  of  the  recapture  of  the  mortgages  on  section 
221(dK3)'s  and  section  236's. 

The  failure  of  Congress  since  1981  to  enact  responsible  housing 
legislation  to  assist  the  local  and  State  governments  to  meet  rural 
and  urban  housing  needs  has  exacerbated  the  Nation's  housing 

f>roblems.  We  would  not  have  had  to  enact  emergency  homeless 
egislation  on  March  5,  1987  if  the  administration  had  not  neglect- 
ed to  maintain  an  adequately  funded  Federal  housing  policy. 

(1) 


Digitized  by  VjOOQ IC 


The  Congress  enacted  landmark  housing  legislation  in  1937. 
Since  1949  and  until  this  administration,  a  decent  and  suitable 
living  environment  for  all  Americans  was  the  national  housing 
policy. 

This  national  housing  policy  for  the  most  part  had  bipartisan 
support.  As  a  matter  of  fact,  it  was  always  the  boast  and  the  pride 
that  it  had  been  a  bipartisan  effort. 

This  administration  has  refuted  this  policy  and  since  1981  has 
caused  budget  cuts  of  over  70  percent  in  federally  assisted  housing 
and  community  development  programs. 

The  Nation's  complex  housing  problems  cannot  be  solved  by  in- 
action or  by  deferring  the  responsibility  solely  to  the  local  and 
State  governments  or  to  religious  organizations  and  the  private 
sector  or  to  impale  the  needs  of  the  American  families  for  safe, 
decent,  and  affordable  housing  on  the  altar  of  ideological  ravings. 

Safe,  decent,  affordable  housing  for  all  Americans  is  an  Ameri- 
can problem;  it  is  everyone's  responsibility. 

The  subcommittee  is  optimistic  that  H.R.  4,  the  Housing  and 
Community  Development  Act  of  1987,  will  begin  to  reaffirm  the 
Federal  Government's  responsibility  to  provide  safe,  decent,  and  af- 
fordable housing  to  the  Nation's  low  and  moderate  income  families. 

It  is  with  great  pleasure  to  hold  these  hearings  today  on  "Nation- 
al Housing  Policy-States'  Response"  to  provide  our  State  governors 
and  State  representatives  the  opportunity  to  tell  the  subcommittee 
their  State's  housing  needs,  the  role  of  Federal  housing  programs 
in  their  States,  the  impact  of  Federal  housing  budget  cuts  on  ad- 
dressing their  housing  needs,  the  State's  efforts  to  address  their 
housing  concerns,  and  their  perception  of  a  Federal  housing  policy. 

[The  opening  statement  and  charts  submitted  by  Chairman  Gon- 
zalez and  a  copy  of  the  bill  H.R.  4  follows:] 
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CHAIRMAN  aONZALBZ*S  OPBNZNG  STATEMENT 

FOR  THE  HEARING  ON  "NATIONAL  HOUSING  POLICY  -  STATES  RESPONSE'* 

ON  WEDNESDAY,  MARCH  11,  1987 

The  Subcommittee  on  Housing  and  Convnunlty  Development  begins 
legislative  hearings  today  on  H.R.  4,  the  Housing  and  Community 
Development  Act  of  1987.  The  Subcoiranlttee  on  February  4,  1987,  held 
a  hearing  on  emergency  homeless  legislation,  and  on  February  24, 
1987,  held  a  field  hearing  In  Alexandria,  Virginia  to  dramatize  two 
examples  of  the  loss  of  hundreds  of  affordable  rental  housing  units 
for  low-  and  moderate- Income  families  in  the  nation's  urban  areas. 
Additional  hearings  have  been  scheduled  for  March  12,  19,  and  26th. 
The  Subcommittee  will  mark-up  H.R.  4,  following  the  hearings. 

From  the  millions  of  new  homeless  men,  women,  and  children  to  the 
thousands  of  low- income  families  displaced  each  year  from  rental 
housing  conversions  to  higher  priced  units,  it  is  clear  that  the 
nation  continues  to  face  a  desperate  affordable  housing  shortage. 

The  failure  of  Congress  since  1981  to  enact  responsible  housing 
legislation  to  assist  local  and  state  governnienta  to  meet  rural  and 
urban  housing  needs  has  exacorbAted  the  nation's  housing  problems. 
We  would  not  have  had  to  enact  emergency  homeless  legislation  on 
March  5,  1987,  if  the  Administration  had  not  neglected  to  maintain  an 
adequately  funded  federal  housing  policy. 

The  Congress  enacted  landmark  housing  legislation  in  1937.  Since 
1949  and  until  this  Adminlttt ration,  a  decent  and  suitable  living 
environment  for  all  Americans  was  the  national  housing  policy.  This 
national  housing  policy  for  the  most  part  had  bipartisan  support. 
This  Administration  has  refuted  this  policy  and  since  1981  has  caused 
budget  cuts  of  70%  in  federally-assisted  housing  and  community 
development  programs. 
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The  nation *s  complex  housing  problems  cannot  be  solved  by 
inaction,  or  by  deferring  the  responsibility  solely  to  the  local  and 
state  governments,  or  to  religious  organizations  and  the  private 
sector.   Safe,  decent,  affordable  housing  for  all  Americans  is  an 
American  problem;  it's  everyone's  responsibility. 

The  Subcomnittee  is  optimistic  that  H.R.  4,  the  Housing  and 
Community  Development  Act  of  1987  will  begin  to  reaffirm  the  federal 
government's  responsibility  to  provide  safe,  decent,  and  affordaible 
housing  to  the  nation's  low-  and  moderate  income  citizens. 

It  is  with  great  pleasure  to  hold  this  hearing  today  on  "National 
Housing  Policy-  States  Response,"  to  provide  our  state  governors  and 
state  representatives  the  opportunity  to  tell  the  Subcommittee  their 
states'  housing  needs;  the  role  of  federal  housing  programs  in  their 
states;  the  impact  of  federal  housing  budget  cuts  on  addressing  their 
housing  needs;  the  state's  efforts  to  address  their  housing  concerns; 
and  their  perception  of  a  federal  housing  policy. 

We  have  as  our  first  witness  the  very  distinguished  Governor  of 
the  Commonwealth  of  Massachusetts,  Michael  Dukakis.  He  comes  to  us 
with  a  splendid  reputation  and  a  commitment  to  provide  funding  for 
housing  and  community  development  programs  from  state  resources.  We 
are  most  anxious  to  hear  from  state  and  local  officials,  particularly 
those  who  have  made  the  effort  and  commitment  at  addressing  the  major 
social  and  economic  problems  of  their  communities.   Governor  Dukakis, 
we  welcome  you  and  are  honored  by  your  presence  and  I  yield  to  two 
very  distinguished  Massachusetts  Members  of  our  Subcommittee  both  of 
whom  I  understand  you  know  quite  well.  Congressman  Barney  Frank  and 
Congressman  Joe  Kennedy,  for  purposes  of  introducing  you  to  the 
Subcommittee . 


Digitized  by  VjOOQ IC 


Deacrlptlon  of  Detenme  vm.   HoualnQ  Chart 

This  chart  represents  the  percentage  distribution  of  Budget 
Authority  to  the  bepartment  of  Defense  and  the  Department  of  Housing 
and  Urban  Development  provided  in  the  Federal  Budget  since  Fiscal 
Year  1977.  It  dramatically  shows  the  relative  constant  nature  and 
increase  of  funding  for  military  and  civilian  defense  programs  since 
Reagan  took  office.  Likewise,  it  illustrates  the  drastic  reduction 
in  the  percentage  of  funds  committed  in  the  Federal  Budget  to  HUD 
since  Fiscal  Year  1977. 

It  particularly  shows  that  the  Reagan  Administration,  since 
it  took  office  in  FY  1982,  has  increased  its  funding  for  the 
Department  of  Defense  while  drastically  cutting  the  Department  of 
Housing  and  Urban  Development  to  less  than  one  percent  in  its  Fiscal 
Year  1988  budget  proposal. 
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The  chart  illustrates  the  Budget  Authority  provided  for  the 
HUD  subsidized  housing  programs,  including  public  housing  new 
construction,  public  housing  modernization.  Section  8  Existing 
Certificates  and  Section  8  Certificate  Set-Asides  for  the  Section  202 
Elderly  and  Handicapped  Housing  Program,  Section  8  Moderate 
Rehabilitation  and  Section  8  five-year  voucher  program. 

Budget  Authority  for  the  Section  17  Housing  Development  and 
Rental  Rehabilitation  Programs  is  also  included  within  the  total 
levels  since  commitments  were  first  made  in  Fiscal  Year  1984. 

This  chart  essentially  reflects  the  drastic  reductions  for 
these  subsidized  housing  programs  under  the  Reagan  Administration. 
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Degcription  of  Net  Additional  Hoyholdi  Asalif  d 

This  chart  depicts  the  net  new  additional  subsidized 
household  units  added  since  Fiscal  Year  1977  to  the  existing  number 
of  assisted  households  provided  by  the  Federal  Oovernment.  The  chart 
reflects  the  drastic  decrease  since  Fiscal  Year  1977  of  the  number  of 
new  units  being  added  to  the  low- Income  housing  stock.  Since  Fi,soal 
Year  1982,  the  Reagan  Administration  has  consistently  proposed 
drastic  reductions  in  both  the  Farmers  Home  and  HUD  housing 
programs.  It  has  been  Congress  which  has  kept  the  number  of  units  at 
the  levels  provided  in  the  chart. 
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100th  congress 

18T  Session 


H.R.4 


To  amend  and  extend  certain  laws  relating  to  housing,  community  and  neighbor- 
hood development  and  preservation,  and  shelter  assistance  for  the  homeless 
and  displaced,  and  for  other  purposes. 


IN  THE  HOUSE  OF  REPRESENTATIVES 

January  6,  1987 

Mr.  Gonzalez  (for  himself  and  Mr.  St  Gebmain)  introduced  the  following  bill; 

which  was  referred  to  the  Committee  on  Banking,  Finance  and  Urban  Affairs 


A  BILL 

To  amend  and  extend  certain  laws  relating  to  housing,  commu- 
nity and  neighborhood  development  and  preservation,  and 
shelter  assistance  for  the  homeless  and  displaced,  and  for 
other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  lives  of  the  United  States  of  America  in  Congress  assembled, 

3  SECTION  1.  SHORT  TITLE. 

4  This  Act  may  be  cited  as  the  ''Housing  and  Community 
6  Development  Act  of  1987". 

6  SEC.  2.  FINDINGS  AND  PURPOSE. 

7  (a)  Findings.— The  Congress  finds  that- 
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1  (1)  for  the  past  50  years,  the  Federal  Government 

2  has  taken  the  leading  role  in  enabling  the  people  of  the 

3  Nation  to  be  the  best  housed  in  the  world,  and  recent 

4  reductions  in  Federal  assistance  have  contributed  to  a 

5  deepening  housing  crisis  for  low-  and  moderate-income 

6  families; 

7  (2)  the  efforts  of  the  Federal  Government  have  in- 

8  eluded  a  system  of  specialized  lending  institutions,  fa- 

9  vorable  tax  policies,  construction  assistance,  mortgage 

10  insurance,  loan  guarantees,  secondary  markets,  and  in- 

11  terest  and  rental  subsidies,  that  have  enabled  people  to 

12  rent  or  buy  affordable,  decent,  safe,  and  sanitary  hous- 

13  ing;  and 

14  (3)  the  tragedy  of  homelessness  in  urban  and  sub- 

15  urban   communities    across    the    Nation,    involving   a 

16  record  nimiber  of  people,  dramatically  demonstrates  the 

17  lack  of  affordable  residential  shelter,  and  people  living 

18  on  the  economic  margins  of  our  society  (lower  income 

19  families,  the  elderly,  the  working  poor,  and  the  deinsti- 

20  tutionalized)  have  few  available  alternatives  for  shelter; 

21  (b)  PuEPOSE. — The  purpose  of  this  Act,  therefore,  is — 

22  (1)  to  reaffirm  the  principle  that  decent  and  af- 

23  fordable  shelter  is  a  basic  necessity,  and  the  general 

24  welfare  of  the  Nation  and  the  health  and  living  stand- 

25  ards  of  its  people  require  the  addition  of  new  housing 
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1  units  to  remedy  a  serious  shortage  of  housing  units  for 

2  all  Americans,  particularly  for  persons  of  low  and  mod- 

3  erate  income; 

4  (2)  to  make  the  distribution  of  direct  and  indirect 

5  housing  assistance  more  equitable  by  providing  Federal 

6  assistance  for  the  less  affluent  people  of  the  Nation; 

7  (3)  to  provide  needed  housing  assistance  for  home- 

8  less   people   and  for  persons   of  low   and   moderate 

9  income  who  lack  affordable,  decent,  safe,  and  sanitary 

10  housing;  and 

11  (4)  to  reform  existing  programs  to  ensure  that 

12  such    assistance    is    delivered    in    the    most   efficient 

13  manner  possible. 

14  TITLE     I— SHELTER    ASSISTANCE 

15  FOR  THE  HOMELESS  AND  DIS- 

16  PLACED 

17  SEC.     101.    NATIONAL    EMERGENCY    FOOD    AND    SHELTER 

18  BOARD. 

19  (a)  Establishment. — There  hereby  is  established  in 

20  the  Department  of  Housing  and  Urban  Development  a  board 

21  to  be  known  as  the  National  Emergency  Food  and  Shelter 

22  Board.  It  shall  be  the  function  of  the  Board  to  carry  out  the 

23  provisions  of  this  title. 

24  (b)  Membership.— The  Board  shall  be  composed  of  7 

25  members  as  follows: 
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1  (1)  the  Secretary  of  Housing  and  Urban  Develop- 

2  ment,  or  the  designee  of  the  Secretary,  who  shall  be 

3  the  chairperson  of  the  Board;  and 

4  (2)  6  members  appointed  by  the  Secretary  from 

5  individuals  who — 

6  (A)  have  expertise  in  the  provision  of  shelter 

7  and  related  services  to  the  homeless;  and 

8  (B)  are  recommended  by  the  organizations 

9  that  are  members  of  the  national  board  of  char- 

10  ities  constituted  under  the  emergency  food  and 

11  shelter  program  established  pursuant  to  section 

12  101(g)  of  Pubhc  Law  99-500  or  Public  Law  99- 

13  591. 

14  (c)  Tebm  of  Membership. — 

15  (1)  In  general. — Each  member  of  the  Board  de- 

16  scribed  in  subsection  (b)(2)  shall  be  appointed  for  a 

17  term  of  2  years. 

18  (2)  Vacancies. — Any  vacancy  in  the  Board  oc- 

19  curring  before  the  expiration  of  a  term  shall  be  filled  in 

20  the  manner  in  which  the  original  appointment  was 

21  made.  Any  member  appointed  to  fill  such  a  vacancy 

22  shall  be  appointed  only  for  the  remainder  of  such  term. 

23  (d)  Members  not  Federal  Employees. — The  mem- 

24  bers  of  the  Board  shall  not,  by  reason  of  their  membership  on 
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1  the  Board,  be  considered  to  be  officers  or  employees  of  the 

2  Federal  Government. 

3  (e)  Pay  and  Expensbs. — 

4  (1)  In  qbnbbal. — Each  member  of  the  Board 

5  shall  serve  without  pay,  allowances,  or  benefits  by 

6  reason  of  such  service. 

7  (2)  Tbavbl  EXPBN8BS. — Each  member  of  the 

8  Board  shall,  while  attending  meetings  of  the  Board  or 

9  while  engaged  in  duties  relating  to  such  meetings  or  in 
10  other  activities  of  the  Board  under  this  title,  be  al- 
ii lowed  (except  in  the  case  of  members  of  the  Board 

12  who  are  officers  or  employees  of  the  Federal  Govem- 

13  ment)  travel  expenses  while  away  from  their  homes  or 

14  regular  places  of  business,  including  per  diem  in  lieu  of 

15  subsistence,  equal  to  that  authorized  by  section  5703  of 

16  title  5,  United  States  Code,  for  persons  in  the  Govem- 

17  ment  service  employed  intermittently. 

18  (f)  Mebtinqs. — The  Board  shall  meet  not  less  than  3 

19  times  during  each  fiscal  year,  at  the  call  of  its  chairperson  or 

20  a  majority  of  its  members. 

21  (g)  Staff  and  Officbs.— The  Secretary  shall  provide 

22  the  Board  with  such  staff  and  office  facilities  as  are  necessary 

23  to  ensure  that  the  Board  carries  out  its  functions  under  this 

24  title  in  an  efficient  and  expeditious  manner. 
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1  (h)  Tbansfbbs  Fbom  National  Boabd  op  Chab- 

2  ITIES. — Upon  the  appointment  of  members  to  the  Board 

3  under  subsection  (b) — 

4  (1)   the   national   board   of  charities   constituted 

5  under  the  emergency  food  and  shelter  program  estab- 

6  lished  pursuant  to  section  101(g)  of  Public  Law  99- 

7  500  or  Public  Law  99-591  shall  cease  to  exist;  and 

8  (2)  the  personnel,  property,  records,  and  undistrib- 

9  uted  program  funds  of  the  national  board  of  charities 

10  shall  be  transferred  to  the  Board. 

11  SEC.  102.  CONTINUATION  OF  NATIONAL  BOARD  OF  CHARITIES 

12  PROGRAM. 

13  (a)  In  General. — The  Board  shall  continue  the  emer- 

14  gency  food  and  shelter  program  established  pursuant  to  sec- 

15  tion  101(g)  of  Public  Law  99-500  or  Public  Law  99-591. 

16  Activities  imder  such  program  may  include  repairs  necessary 

17  to  make  emergency  shelter  facilities  safe  and  sanitary  and 

18  ensure  compliance  with  local  building  and  related  codes. 

19  (b)  Funding.— 

20  (1)  Any  amount  transferred  to  the  Board  under 

21  section  101(hK2)  shall  be  utilized  by  the  Board  to  carry 

22  out  this  section. 

23  (2)  There  are  authorized  to  be  appropriated  to 

24  carry  out  this  section  $200,000,000  for  fiscal  year 
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1  1988.  Any  amount  appropriated  under  this  paragraph 

2  shall  remain  available  until  expended. 

3  (c)  CooBDiNATiON  WiTH  Task  Fobob.— In  carrying 

4  out  this  section,  the  Board  shall  coordinate  activities  with  the 

5  Federal  Interagency  Task  Force  on  Food  and  Shelter  chaired 

6  by  the  Secretary  of  Health  and  Human  Services,  or  any  suc- 

7  cessor  Federal  task  force  established  to  deal  with  the  prob- 

8  lems  of  the  homeless,  to  identify  vacant  and  surplus  Federal 

9  facilities  that  could  be  renovated  or  converted  for  use  as 

10  emergency  shelter  facilities  for  the  homeless. 

11  SEC.  103.  SECOND  STAGE  HOUSING  FOR  THE  HOMELESS  AND 

12  DISPLACED. 

13  (a)  Dbmonstbation  Pbogbam.— 

14  (1)  In  genebal. — The  Board  shall  carry  out  a 

15  demonstration  program  in  accordance  with  the  provi- 

16  sions  of  this  section  to  determine  the  effectiveness  of 

17  assisting  nonprofit  organizations  in  providing  housing 

18  and  supportive  services  for  homeless  persons. 

19  (2)    PuBPOSES. — Such    demonstration    program 

20  shall  be  designed  to  determine — 

21  (A)  the  cost  of  acquisition,  rehabilitation,  or 

22  acquisition  and  rehabilitation  of  existing  structures 

23  for  the  provision  of  housing  for  homeless  persons; 
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1  (B)  the  cost  of  operating  such  housing  and 

2  providing  supportive  services  to  the  residents  of 

3  such  housing; 

4  (C)  the  social,  financial,  and  other  advan- 

5  tages  of  such  housing  and  supportive  services  as 

6  an  alternative  to  continued  institutionalization  of 

7  handicapped  persons;  and 

8  CD)  the  social,  financial,  and  other  advan- 

9  tages  of  such  housing  and  supportive  services  as  a 

10  means  of  assisting  homeless  persons. 

11  (b)  Assistance  to  Nonprofit  Obqanizations. — 

12  (1)  In  qenebal. — The  Board  may  provide  the 

13  following  assistance  to  any  eligible  nonprofit  organiza- 

14  tion  under  the  demonstration  program  established  in 

15  this  section: 

16  (A)  a  non-interest-bearing  advance  equal  to 

17  the  aggregate  cost  of  acquisition,  rehabilitation, 

18  acquisition  and  rehabilitation,  or  leasing  of  an  ex- 

19  isting  structure  for  use  in  the  provision  of  housing 

20  and  supportive  services  for  homeless  persons; 

21  (B)  annual  payments  for  operating  expenses 

22  of  such  housing,  not  to  exceed  80  percent  of  the 

23  annual  operating  expenses  of  such  housing;  and 
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1  (C)  technical  assistance  in  establishing  and 

2  operating  such  housing  and  providing  supportive 

3  services  to  the  residents  of  such  housing. 

4  (2)  NONBBPAYMBNT  OP  ADVANCES.— Any  ad- 

5  vance  provided  under  paragraph  (1)(A)  shall  not  be  re- 

6  quired  to  be  repaid  if  the  nonprofit  organization  in- 

7  volved  utilizes  the  structure  for  which  such  advance  is 

8  made,  for  not  less  than  the  10-year  period  following 

9  initial  occupancy  of  such  housing — 

10  (A)  as  housing  for  homeless  persons  in  ac- 

11  cordance  with  the  provisions  of  this  section;  or 

12  (B)  as  housing  for  lower  income  persons,  if 

13  the  Board  determines  that  the  structure  is  no 

14  longer  required  for  use  as  housing  for  homeless 

15  persons. 

16  (3)  AssiSTANCB  CONTRACTS. — The  Board  shall, 

17  to  the  extent  approved  in  appropriation  Acts,  enter 

18  into  a  contract  with  each  nonprofit  organization  receiv- 

19  ing  annual  payments  under  paragraph  (IKB)  to  provide 

20  for  the  making  of  such  payments  for  not  more  than  a 

21  2-year  period. 

22  (c)  Pboqbam  Bjbquibbments.— 

23  (1)  Applications. — Applications  for  assistance 

24  under  this  section  shall  be  made  in  such  form  and  in 
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1  accordance  with  such  procedures  as  the  Board  shall 

2  establish. 

3  (2)  Selection  cbitebia. — In  selecting  nonprofit 

4  organizations  for  assistance  under  this   section,   the 

5  Board  shall  consider — 

6  (A)  the  ability  of  such  nonprofit  organization 

7  to  develop  and  operate  housing  for  homeless  per- 

8  sons  and  to  provide  or  coordinate  supportive  serv- 

9  ices  for  the  residents  of  such  housing; 

10  (B)  the  extent  to  which  such  nonprofit  orga- 

11  nization  will  utilize  innovative  methods  in  provid- 

12  ing  housing  and  supportive  services  for  homeless 

13  persons; 

14  (C)  the  need  for  such  housing  and  supportive 

15  services  in  the  area  to  be  served;  and 

16  (D)  such  other  factors  as  the  Board  deter- 

17  mines  to  be  appropriate  for  purposes  of  carrying 

18  out  the  demonstration  program  established  in  this 

19  section  in  an  effective  and  efficient  manner. 

20  (3)   Bjbquibed   aobeements.— Each   nonprofit 

21  organization  receiving   assistance   under  this   section 

22  shall  agree,  with  respect  to  each  structure  for  which 

23  such  assistance  is  provided — 
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1  (A)  to  conduct  an  assessment  of  the  support- 

2  ive   services  required  by  the  residents  of  such 

3  structure; 

4  (B)  to  employ  a  full-time  residential  supervi- 

5  sor  with  sufficient  expertise  to  provide,  or  super- 

6  vise  the  provision  of,  supportive  services  to  the 

7  residents  of  such  structure;  and 

8  (C)  to  comply  with  such  other  terms  and 

9  conditions  as  the  Board  may  establish  for  pur- 

10  poses  of  canying  out  the  demonstration  program 

11  established  in  this  section  in  an  effective  and  effi- 

12  cient  manner. 

13  (4)  Occupant  bent. — Each  homeless  person  re- 

14  siding  in  housing  assisted  under  this  section  shall  pay 

15  as  rent  an  amount  determined  in  accordance  with  the 

16  provisions  of  section  3(a)  of  the  United  States  Housing 

17  Act  of  1937. 

18  (d)  Regulations.— 

19  (1)  In  general. — Not  later  than  the  expiration 

20  of  the  120-day  period  following  the  date  of  the  enact- 

21  ment  of  this  Act,  the  Secretary  shall  issue  such  regula- 

22  tions  as  may  be  necessary  to  carry  out  the  provisions 

23  of  this  section. 

24  (2)    Advance    consultation. — Before    issuing 

25  regulations  under  this  section,  the  Secretary  shall  con- 
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1  suit  with  persons  and  entities  having  expertise  with  re- 

2  spect  to  the  problems  and  needs  of  homeless  persons  or 

3  experience  in  providing  housing  or  supportive  services 

4  for  such  persons. 

5  (e)  Funding. — 

6  (1)  Ldotation  on  budget  authobity.— The 

7  aggregate  amount  of  non-interest-bearing  advances  and 

8  annual  payments  for  operating  expenses  made  by  the 

9  Board  under  this  section  may  not  exceed  $50,000,000 

10  for  fiscal  year  1988.  Such  amount  shall  remain  avail- 

11  able  until  expended. 

12  (2)  DiSBUBSEiiENT. — Any  amount  approved  in 

13  an  appropriation  Act  for  this  section  shall  be  disbursed 

14  not  later  than  the  expiration  of  the  120-day  period  fol- 

15  lowing  the  date  of  enactment  of  such  Act. 

16  SEC.  104.  EMERGENCY  SHELTER  GRANTS. 

17  (a)  Grant  Assistance.— The  Board  shall,  to  the 

18  extent  of  amounts  approved  in  appropriation  Acts,  make 

19  grants  to  States  and  units  of  local  government  (and  to  private 

20  nonprofit  organizations  providing  assistance  to  the  homeless, 

21  in  the  case  of  grants  made  with  reallocated  amounts)  in  order 

22  to  carry  out  activities  described  in  subsection  (c). 

23  (b)   Allocation   and   Distribution   op   Assist- 

24  ANCE. — 
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1  (1)  In  general. — The  Board  shall  allocate  as- 

2  sistance  under  this  section  to  metropolitan  cities,  urban 

3  counties,  and  States  (for  distribution  to  units  of  general 

4  local  government  in  the  States)  in  a  manner  that  en- 

5  sures  that  the  percentage  of  the  total  amount  available 

6  under  this  section  for  any  fiscal  year  that  is  allocated 

7  to  any  State,  metropolitan  city,  or  urban  county  is 

8  equal  to  the  percentage  of  the  total  amount  available 

9  for  section  106  of  the  Housing  and  Community  Devel- 
10  opment  Act  of  1974  for  the  prior  fiscal  year  that  is  al- 
ii located  to   such   State,   metropolitan   city,   or  urban 

12  county. 

13  (2)  Minimum  allocation  eequibement.— If, 

14  under  the  allocation  provisions  applicable  under  this 

15  section,  any  metropolitan  city  or  urban  county  will  re- 

16  ceive  a  grant  of  less  than  $30,000  for  any  fiscal  year, 

17  such  amount  shall  instead  be  allocated  to  the  State  in 

18  which  such  city  or  county  is  located  and  shall  be  in- 

19  eluded  in  the  amount  available  for  distribution  to  units 

20  of  general  local  government  in  the  State. 

21  (3)    DiSTBIBUTIONS    TO    NONPEOFIT    OEGANIZA- 

22  TI0N8. — Any  unit  of  general  local  government  receiv- 

23  ing  assistance  under  this  section  may  distribute  all  or  a 

24  portion  of  such  assistance  to  private  nonprofit  organiza- 

25  tions  providing  assistance  to  the  homeless. 
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1  (4)  Reallocation  funds. — 

2  (A)  The  Board  shall,  not  less  than  twice 

3  during  each  fiscal  year,  reallocate  any  assistance 

4  provided  under  this  section  that  is  unused  or  re- 

5  turned  to  the  Board  under  subsection  (eK3). 

6  (B)  The  Board  shall  provide  such  reallocation 

7  funds — 

8  (i)  to  units  of  general  local  government 

9  demonstrating  extraordinary  need  or  large 

10  numbers  of  homeless  individuals; 

11  (ii)   to   private   nonprofit   organizations 

12  providing  assistance  to  the  homeless;  and 

13  (iii)  to  meet  such  other  needs  consistent 

14  with  the  purposes  of  this  section. 

16  (c)  Eligible  Activities. — Assistance  provided  under 

16  this  section  may  be  used  for — 

17  (1)  the  following  activities  relating  to  emergency 

18  shelter  for  the  homeless: 

19  (A)  renovation  of  buildings  to  be  used  as 

20  emergency  shelters; 

21  (B)  provision  of  essential  services,  including 

22  services  concerned  with  employment,  health,  drug 

23  abuse,  or  education,  if — 

24  (i)  such  services  have  not  been  provided 

25  by   the   unit   of  general   local   government 
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1  during  any  section  of  the  immediately  pre- 

2  ceding  12-month  period;  and 

8  (ii)  not  more  than   15  percent  of  the 

4  amomit  of  any  assistance  to  a  unit  of  general 

5  local  government  under  this  section  is  used 

6  for  activities  under  this  paragraph;  and 

7  (C)  maintenance,  insurance,  operation  (other 

8  than  stafO>  utilities,  and  furnishings;  and 

9  (2)  the  activities  described  in  paragraph  (1)  for 

10  any  second  stage  housing  project  replicating  a  second 

11  stage  housing  project  operating  effectively  under  sec- 

12  tion  103  for  a  period  of  not  less  than  2  years. 
18  (d)  Responsibilities  op  Grantees.— 

14  (1)    Submission    op    homeless    assistance 

15  PLAN. — Following  notification  by  the  Board  of  eligibil- 

16  ity  for  assistance  under  this  section,  each  State,  metro- 

17  politan  city,   and  urban  county  shall  submit  to  the 

18  Board  a  plan  describing  the  proposed  use  of  such  as- 

19  sistance.    The   Board   shall   provide    the    appropriate 

20  amount  of  assistance  to  such  State,  metropolitan  city, 

21  or  urban  county  before  the  expiration  of  the  60-day 

22  period  following  the  date  of  the  submission  of  such 
28  plan,  unless  the  Board  determines  before  the  expiration 

24  of  such  period  that  such  plan  is  not  in  compliance  with 

25  this  section. 
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1  (2)  Matching  amounts. — 

2  (A)  Each  grantee  under  this  section  shall  be 

3  required  to  supplement  the  assistance  provided 

4  under  this  section  with  an  equal  amount  of  funds 

5  from  sources  other  than  this  title.  Each  grantee 

6  shall  certify  to  the  Board  its  compliance  with  this 

7  paragraph,  and  shall  include  with  such  certifica- 

8  tion  a  description  of  the  sources  and  amounts  of 

9  such  supplemental  funds. 

10  (B)  In  calculating  the  amount  of  supplemen- 

11  tal  funds  provided  by  a  grantee  under  this  section, 

12  a  grantee  may  include  the  value  of  any  donated 

13  material  or  building,  the  value  of  any  lease  on  a 

14  building,  any  salary  paid  to  staff  to  carry  out  the 

15  program  of  the  grantee,  the  value  of  the  time  con- 

16  tributed  by  volunteers  to  carry  out  the  program  of 

17  the  grantee,  and  the  value  of  services  provided  for 

18  the  program. 

19  (3)    Administration    of    assistance. — Each 

20  grantee  shall  act  as  the  fiscal  agent  of  the  Board  with 

21  respect  to  assistance  provided  to  such  grantee. 

22  (4)  Cbbtifications  on  use  op  assistance. — 

23  Each  grantee  shall  certify  to  the  Board  that — 

24  (A)  it  will  maintain  as  a  shelter  for  the 

25  homeless  for  not  less  than  a  3-year  period  any 
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1  building  for  which  assistance  is  used  under  this 

2  section,  or  for  not  less  than  a  7-year  period  if 
8  such  assistance  is  used  for  the  substantial  rehabili- 

4  tation  of  such  building; 

5  (B)  any  renovation  carried  out  with  assist- 

6  ance   under   this   section   shall   be   sufficient   to 

7  ensure  that  the  building  involved  is  safe  and  sani- 

8  tary;  and 

9  (C)   it   will   assist   homeless   individuals   in 

10  obtaining — 

11  (i)  appropriate  supportive  services,  in- 

12  eluding    permanent    housing,    medical    and 
18  mental  health  treatment,  counseling,  supervi- 

14  sion,  and  other  services  essential  for  achiev- 

15  ing  independent  living;  and 

16  (ii)  other  Federal,  State,  local,  and  pri- 

17  vate  assistance  available  for  such  individuals. 

18  (5)  Use  op  intbebst  on  assistance. — Any  in- 

19  terest  received  by  any  grantee  under  this  section  on  as- 

20  sistance  provided  under  this  section  shall  be  used  in  ac- 

21  cordance  with  this  section  or  returned  to  the  Board  for 

22  reallocation. 

28  (e)  Administrative  Provisions. — 

24  (1)  Regulations.— Not  later  than  the  expu*ation 

26  of  the  30-day  period  following  the  date  of  the  enact- 
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1  inent  of  this  Act,  the  Secretary  shall  by  notice  estab- 

2  lish  such  requirements  as  may  be  necessary  to  carry 

3  out  the  provisions  of  this  section.  Such  requirements 

4  shall  not  be  subject  to  section  553  of  title  5,  United 

5  States  Code,  or  section  7(o)  of  the  Department  of 

6  Housing  and  Urban  Development  Act.  The  Secretary 

7  shall  issue  regulations  based  on  the  initial  notice  before 

8  the  expiration  of  the  12-month  period  followmg  the 

9  date  of  the  enactment  of  this  Act. 

10  (2)  Initial  allocation  op  assistance. — Not 

11  later  than  the  expiration  of  the  30-day  period  following 

12  the  date  of  the  enactment  of  a  law  providing  appropria- 

13  tions  to  carry  out  this  section,  the  Board  shall  notify 

14  each  State,  metropolitan  city,  and  urban  county  of  its 

15  allocation  of  assistance  under  this  section.  Such  assist- 

16  ance  shall  be  allocated  and  may  be  used  notwithstand- 

17  ing  any  failure  of  the  Secretary  to  issue  regulations 

18  under  paragraph  (1). 

19  (3)  Recaptubb  op  unused  assistance. — The 

20  ~     Board  shall  deobligate  or  recapture  any  assistance  pro- 

21  vided  under  this  section  that  is  not  used  by  the  grantee 

22  within  a  reasonable  period  of  time. 

23  (f)  AuTHOBiZATiON  OP  AppBOPBiATiONS. — There  are 

24  authorized  to  be  appropriated  to  carry  out  the  provisions  of 
26   this  section  $100,000,000  for  fiscal  year  1988.  Any  amount 
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1  appropriated  under  this  section  shall  remahi  available  until 

2  expended. 

S  SEC.  106.  REPORT  TO  CONGRESS. 

4  Not  later  than  6  months  after  the  end  of  fiscal  year 

5  1988,  the  Board  shall  submit  to  the  Congress  a  final  report 

6  summarizing  all  activities  carried  out  under  this  title  and  set- 

7  ting  forth  any  findings,  conclusions,  or  recommendations  of 

8  the  Board  as  a  result  of  such  activities. 

9  SEC.  106.  DEFINITIONS. 

10  For  purposes  of  this  title: 

11  (1)  The  term  "Board"  means  the  National  Emer- 

12  gency  Food  and  Shelter  Board  established  in  section 
18  101(a). 

14  (2)  The  term  "elderly  person"  means  an  individ- 

16  ual  who  is  not  less  than  62  years  of  age. 

16  (3)  The  term  "handicapped  person"  means  an  in- 

17  dividual  having  a  physical,  psychological,  or  other  im- 

18  paument  that  substantially  impedes  the  ability  of  such 

19  individual   to   live   independently   without   supportive 

20  services. 

21  (4)  The  term  "homeless  person"  means  an  indi- 

22  vidual  who— 

28  (A)  is  a  lower  income  person,  elderly  person, 

24  or  handicapped  person; 

26  (B)  lacks  permanent  housing;  and 
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1  (C)  in  the  case  of  assistance  under  section 

2  103,  cannot  live  independently  without  supportive 

3  services. 

4  (5)   The   term   "housing  for  homeless  persons" 

5  means  a  single-  or  multi-family  structure  suitable  in 

6  design  and  size  for  the  provision  of  housing  and  sup- 

7  portive  services  designed  to  encourage  independence 

8  for  homeless  persons. 

9  (6)  The  term  "lower  income  person"  means  an  in- 

10  dividual  whose  income  does  not  exceed  80  percent  of 

11  the  median  income  of  the  area  involved. 

12  (7)  The  term  "nonprofit  organization"  means  any 

13  governmental  or  private  nonprofit  entity  that  is  ap- 

14  proved  by  the  Board  as  to  financial  responsibility. 

15  (8)  The  term  "operating  expenses"  means  ex- 

16  penses  incurred  by  a  nonprofit  organization  for  any 

17  program  operating  housing  for  homeless  persons  under 

18  section  103  with  respect  to — 

19  (A)  the  administration,  maintenance,  repair, 

20  and  security  of  such  housing; 

21  (B)  utilities,  fuel,  furnishings,  and  equipment 

22  for  such  housing; 

23  (C)  the  conducting  of  the  assessment  required 

24  m  section  103(cK3KA);  and 
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1  (D)  the  provision  of  supportive  services  to 

2  the  residents  of  such  housing. 

3  (9)  The  term  "Secretary"  means  the  Secretary  of 

4  Housing  and  Urban  Development. 

5  (10)  The  term  "supportive  services"  means  assist- 

6  ance  in  obtaining  permanent  housing,  medical  and  psy- 

7  chological    counseling    and    supervision,    employment 

8  counseling,  nutritional  counseling,  and  such  other  serv- 

9  ices  essential  for  maintaining  independent  living  as  the 

10  Board  determines  to  be  appropriate.  Such  term  in- 

11  dudes  the  provision  of  assistance  to  residents  of  hous- 

12  ing  for  homeless  persons  in  obtaining  other  Federal, 

18  State,  and  local  assistance  available  for  such  persons, 

14  including  mental  health  benefits,  employment  counsel- 

15  ing,  and  medical  assistance. 

16  TITLE  II— HOUSING  ASSISTANCE 

17  Subtitle  A— Programs  Under  United 

18  States  Housing  Act  of  1937 

19  PART  1-GENERAL  PROVISIONS 

20  SEC.  201.  LOWER  INCOME  HOUSING  AUTHORIZATION. 

21  (a)  AooBEGATE  BUDGET  AUTHORITY.— Section  5(c)(6) 

22  of  the  United  States  Housing  Act  of  1987  is  amended  by 
28  adding  at  the  end  the  following  new  sentence:  "The  aggre- 

24  gate  amount  of  budget  authority  that  may  be  obligated  for 

25  contracts  for  annual  contributions  for  assistance  under  section 
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1  8,  for  contracts  referred  to  in  paragraph  (7)(A)(iv),  and  for 

2  grants  for  public  housing  and  comprehensive  improvement 

3  assistance,  is  increased  by  $11,866|000,000  on  October  1, 

4  1987.". 

5  (b)  Utilization  op  Budget  Authobity. — Section 

6  5(c)(7)  of  the  United  States  Housing  Act  of  1937  is  amended 

7  to  read  as  follows: 

8  '*(7)(A)  Using  the  additional  budget  authority  provided 

9  under  paragraph  (6)  and  the  balances  of  budget  authority  that 

10  become  available  during  fiscal  year  1988,  the  Secretary  shall, 

11  to  the  extent  approved  in  appropriations  Acts,  reserve  au- 

12  thority  to  enter  into  obligations  aggregating — 

13  ''(i)  for  public  housing  grants  under  subsection 

14  (a)(2),  $826,000,000,  of  which  amount  $144,000,000 

15  shall  be  available  for  Indian  housing; 

16  "(ii)     for     assistance     under     section     8(b)(1), 

17  $6,170,000,000; 

18  "(iii)     for     assistance     under     section     8(e)(2), 

19  $646,000,000; 

20  ''(iv)  for  assistance  under  section  8  in  connection 

21  with  projects  developed  under  section  202  of  the  Hous- 

22  ing  Act  of  1959,  $1,667,000,000; 

23  ''(v)   for   comprehensive   improvement   assistance 

24  grants  under  section  14(k),  $1,500,000,000; 
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1  ''(vi)  for  assistance  under  section  8  for  property 

2  disposition,  $472,000,000;  and 

3  "(vii)  for  assistance  under  section  8  for  loan  man- 

4  agement,  $585,000,000. 

5  ''(B)(i)  Any  amount  available  for  Indian  housing  under 

6  subsection  (a)  that  is  recaptured  may  be  used  only  for  such 

7  housing. 

8  ''(ii)  Any  amount  available  for  the  conversion  of  a 

9  project  to  assistance  under  section  8(bKl),  if  not  required  for 

10  such  purpose,  shall  be  used  for  assistance  under  section 

11  8(b)(1). 

12  "(iii)  Any  amount  avaQable  for  assistance  under  section 
IS  8  for  property  disposition,  if  not  required  for  such  purpose, 

14  shall  be  used  for  assistance  under  section  8(b)(1). '\ 

15  SEC.  202.  TENANT  RENTAL  CONTRIBUTIONS. 

16  (a)  Public  Housing  EcoNOBfio  Rent.— Section  3(a) 

17  of  the  United  States  Housing  Act  of  1937  is  amended — 

18  (1)  by  mserting  "(1)"  after  "(a)"; 

19  (2)  in  the  last  sentence,  by  striking  "A"  and  in- 

20  serting  the  following:  "Except  as  provided  in  para- 

21  graph  (2),  a"; 

22  (8)  by  redesignating  paragraphs  (1)  through  (3)  as 

23  subparagraphs  (A)  through  (C),  respectively;  and 

24  (4)   by   adding   at   the   end   the   foUowmg  new 

25  paragraph: 
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1  "(2)  Any  public  housing  agency  may  provide  that  each 

2  family  residing  in  a  public  housing  project  owned  and  operat- 

3  ed  by  such  agency  shall  pay  as  monthly  rent  an  amount  de- 

4  termined  by  such  agency  to  be  appropriate  that  does  not 

5  exceed  a  maximum  amount  that — 

6  "(A)  is  established  by  such  agency  and  approved 

7  by  the  Secretary; 

8  "(B)  is  not  more  than  the  amount  payable  as  rent 

9  by  such  family  under  paragraph  (1);  and 

10  ''(C)  is  not  less  than  whichever  of  the  following  is 

11  lower: 

12  "(i)  The  average  monthly  amount  of  debt 

13  service   and   operating   expenses   attributable   to 

14  dwelling  units  of  similar  size  in  public  housing 

15  projects  owned  and  operated  by  such  agency. 

16  ''(ii)  The  fair  market  rentals  established  in 

17  the  housing  area  for  dwelling  units  under  section 

18  8(b)(1).". 

19  (b)  Adjusted  Income. — Section  3(b)(5)  of  the  United 

20  States  Housing  Act  of  1937  is  amended — 

21  (1)  by   striking   ''and"   at  the   end  of  subpara- 

22  graph  (C); 

23  (2)  by  striking  the  period  at  the  end  of  subpara- 

24  graph  (D)  and  inserting  ";  and";  and 
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1  (8)  by  adding  at  the  end  the  following  new  sub- 

2  paragraph: 

8  "(E)  10  percent  of  the  earned  income  of  the 

4  family,  in  the  case  of  a  family  in  which  any 

5  member  pays  taxes  imposed  under  chapter  2  or 

6  21  of  the  Internal  Revenue  Code  of  1954/'. 

7  (c)  Utility  Allowancb. — 

8  (1)  Section  3(c)  of  the  United  States  Housing  Act 

9  of  1987  is  amended  by  adding  at  the  end  the  following 

10  new  paragraph: 

1 1  "(4)  The  term  'rent'  means— 

12  ''(A)  the  amount  payable  by  a  family  to  a  public 
18  housing  agency  for  shelter;  and 

14  "(B)  in  any  case  in  which  a  family  is  required  to 

15  make  a  separate  payment  to  a  public  housing  agency 

16  or  a  utility  supplier  based  on  actual  utility  consump- 

17  tion,  an  allowance  established  annually  based  on  actual 

18  utility  consumption  (excluding  telephone  service)  for 

19  each  size  and  type  of  dwelling  unit.". 

20  (2)  Section  8(a)  of  the  United  States  Housing  Act 

21  of  1987  (as  amended  by  subsection  (a)  of  this  section) 

22  is  further  amended  by  adding  at  the  end  the  following 
28  new  paragraph: 

24  "(8)  In  return  for  the  payment  made  pursuant  to  this 
26   subsection,  the  family  shall  be  entitled  to  receive  housing, 
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1  including  all  necessary  appurtenances,  equipment  and  serv- 

2  ices,  and  reasonable  use  of  utilities  (excluding  telephone). 

3  The  allowance  for  reasonable  use  of  utilities  shall  be  estal^ 

4  lished  annually  based  upon  actual  utility  consumption  for 

5  each  size  and  type  of  dwelling  units,  but  shall  exclude  unrea- 

6  sonable  or  wasteful  usage.  If  a  family  is  required  to  make  a 

7  separate  payment  to  a  utility  supplier  for  utility  consumption, 

8  the  allowance  for  reasonable  use  of  such  utilities  shall  be 

9  deducted  from  the  rental  payment  of  the  family  to  the 

10  landlord.". 

11  (d)  Rent  Phase-In. — Section  3  of  the  United  States 

12  Housing  Act  of  1937  is  amended  by  adding  at  the  end  the 

13  following  new  subsection: 

14  "(d)  In  any  case  in  which  the  obtaining  of  employment 

15  by  a  resident  of  a  dwelling  imit  assisted  under  this  Act  will 

16  result  in  an  increase  in  the  rent  payable  by  the  family  of  such 

17  resident  under  subsection  (a),  the  public  housing  agency  in- 

18  volved  (or  the  Secretary,  if  no  public  housing  agency  is  in- 

19  volved)  may  provide  for  a  gradual  increase  in  such  rent  to  the 

20  full  amount  during  a  period  of  not  more  than  6  months.". 

21  SEC.  203.  INCOME  ELIGIBILITY  FOR  ASSISTED  HOUSING. 

22  Section  16  of  the  United  States  Housing  Act  of  1937  is 

23  amended  to  read  as  follows: 

24  "income  ELIGIBILITY  FOB  ASSISTED  HOUSING 

25  ''Sec.   16.  Of  the  aggregate  dwelling  units  that  are 

26  available  for  occupancy  under  public  housing  annual  contri- 
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1  butions  contracts  and  section  8  housing  assistance  payments 

2  contracts  under  this  Act,  25  percent  shall  be  available  for 

3  leasing  by  lower  income  families  other  than  very  low-income 

4  families.". 

5  PART  2— PUBLIC  HOUSING 

6  SEC.  211.  PUBLIC  HOUSING  MANAGEMENT  SIMPLIFICATION. 

7  Section  2  of  the  United  States  Housing  Act  of  1987  is 

8  amended — 

9  (1)  by  inserting  ''(a)"  after  the  section  designation; 

10  and 

11  (2)  by   adding   at   the   end   the   foUowing  new 

12  subsection: 

IS  ''(bXD  To  encourage  efficient  and  effective  administra- 

14  tion  of  public  housing  by  public  housing  agencies,  to  increase 

15  the  amount  of  responsibility  of  these  agencies  for  administer- 

16  ing  their  public  housing,  and  to  minimize  Federal  involve- 

17  ment  in  the  administration  of  public  housing,  the  Secretary 

18  shall  establish  a  system  under  which  public  housing  agencies 

19  are  permitted  to  certify  compliance  with — 

20  "(A)  voluntary  professional  performance  standards 

21  established  by  the  public  housing  profession  for  certify- 

22  ing  public  housing  agencies  as  efficient  and  well  man- 
28  aged;  and 

24  ''(B)  other  requirements  established  by  the  Secre- 

25  tary  for  purposes  of  substantially  simplifying  the  proce- 
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1  dure  for  receiving  assistance  under  section  9  or  14  of 

2  the  United  States  Housing  Act  of  1987. 

3  "(2)  The  provisions  of  paragraph  (1)  shall  not  apply  if — 

4  ''(A)  the  Secretary  determines  that  there  is  a  rea- 

5  sonable  basis  to  conclude  that  prior  review  and  approv- 

6  al  of  one  or  more  specific  activities  is  necessary  to 

7  ensure  efficient  and  effective  conduct  of  the  activity 

8  throughout  the  program; 

9  "(B)  the  Secretary  determines  that  there  is  a  rea- 

10  sonable  basis  to  conclude  that  prior  review  and  approv- 

11  al  is  necessary  with  respect  to  a  particular  public  hous- 

12  ing  agency  due  to  such  factors  as  its  inexperience  or 

13  poor  performance  in  carrying  out  the  same  or  related 

14  activities;  or 

15  "(C)  prior  review  or  approval  by  the  Secretary  is 

16  required  by  law.". 

17  SEC.  212.  GRANTS  FOR  PUBLIC  HOUSING  DEVELOPMENT. 

18  (a)  Authority  to  Pbovidb  Grants. — Section  5(a)  of 

19  the  United  States  Housing  Act  of  1937  is  amended  to  read  as 

20  follows: 

21  "(aXl)  The  Secretary  may  make  annual  contributions  to 

22  public  housing  agencies  to  assist  in  achieving  and  maintaining 

23  the  lower  income  character  of  their  projects.  The  Secretary 

24  shall  embody  the  provisions  for  such  annual  contributions  in  a 

25  contract  guaranteeing  their  payment.  The  contribution  pay- 
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1  able  annually  under  this  section  shall  in  no  case  exceed  a  sum 

2  equal  to  the  annual  amount  of  principal  and  interest  payable 
8  on  obligations  issued  by  the  public  housing  agency  to  finance 

4  the  development  or  acquisition  cost  of  the  lower  income 

5  project  involved.  Annual  contributions  payable  under  this 

6  section  shall  be  pledged,  if  the  Secretary  so  requires,  as  secu- 

7  rity  for  obligations  issued  by  a  public  housing  agency  to  assist 

8  the  development  or  acquisition  of  the  project  to  which  annual 

9  contributions  relate  and  shall  be  paid  over  a  period  not  to 

10  exceed  40  years. 

11  "(2)  The  Secretary  may  make  contributions  (in  the  form 

12  of  grants)  to  public  housing  agencies  to  cover  the  develop- 
18  ment  cost  of  public  housing  projects.  The  contract  under 

14  which  such  contributions  shall  be  made  shall  specify  the 

15  amount  of  capital  contributions  required  for  each  project  to 

16  which  the  contract  pertains,  and  that  the  terms  and  condi- 

17  tions  of  such  contract  shall  remain  in  effect  for  a  40-year 

18  period. 

19  "(3)  The  amount  of  contributions  that  would  be  estab- 

20  lished  for  a  newly  constructed  project  by  a  public  housing 

21  agency  designed  to  acconunodate  a  number  of  families  of  a 

22  given  size  and  kind  may  be  established  under  this  section  for 
28  a  project  by  such  public  housing  agency  that  would  provide 

24  housing  for  the  comparable  number,  sizes,  and  kinds  of  fami- 

25  lies  through  the  acquisition  and  rehabilitation,  or  use  under 
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1  lease,  of  structures  that  are  suitable  for  lower  income  housing 

2  use  and  obtained  in  the  local  market.". 

3  (b)  Conforming  Amendments. — 

4  (1)  Section  5  of  the  United  States  Housing  Act  of 

5  1937  is  amended — 

6  (A)  by  striking  "annual"  in  the  section 

7  heading;  and 

8  (B)  by  striking  ''annual"  in  subsection  (e){2). 

9  (2)  Section  6  of  the  United  States  Housing  Act  of 

10  1937  is  amended  by  striking  ''annual"  the  first  place  it 

11  appears  in  the  first  sentence  of  subsection  (g),  and  each 

12  place  it  appears  in  subsection  (d)  and  the  first  sentence 

13  of  each  of  subsections  (a)  and  (c). 

14  (3)  Section  7  of  the  United  States  Housing  Act  of 

15  1937  is  amended  by  striking  "annual"  in  the  proviso  in 

16  the  first  sentence. 

17  (4)  Section  9(a)(2)  of  the  United  States  Housmg 

18  Act  of  1937  is  amended — 

19  (A)  by  striking  "being  assisted  by  an  annual 

20  contributions  contract  authorized  by  section  5(c)" 

21  and  inserting  the  following:  "one  developed  pursu- 

22  ant  to  a  contributions  contract  authorized  by  sec- 

23  tion  5";  and 

24  (B)  by  striking  "any  such  annual"  and  insert- 

25  ing  "any  such". 
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1  (5)  Section  12  of  the  United  States  Housing  Act 

2  of  1987  is  amended  by  striking  "annual''. 

8  (6)  Section  14  of  the  United  States  Housing  Act 

4  of  1987  is  amended — 

5  (A)  by  striking  ''receive  assistance  under  sec- 

6  tion  5(c)''  in  subsection  (c)(2)  and  inserting  ''as- 

7  sisted  under  section  5";  and 

8  (B)  by  striking  "annual"  in  each  of  para- 

9  graphs  (2)  and  (4)(C)  of  subsection  (d). 

10  (7)  Section  15  of  the  United  States  Housing  Act 

11  of  1987  is  amended  by  striking  "with  loans  or  debt 

12  service  annual  contributions"  in  clause  (2). 

18  (8)  Section  16(b)  of  the  United  States  Housing 

14  Act  of  1987  is  amended  by  striking  "annual". 

15  (9)  Section  18(c)  of  the  United  States  Housing 

16  Act  of  1987  is  amended  by  striking  "annual  contribu- 

17  tions   authorized   under   section   5(c)"    and   inserting 

18  "contributions  authorized  under  section  5". 

19  SEC.  213.  LIMITATION  ON  PUBLIC  HOUSING  DEVELOPMENT 

20  AND  ASSURANCE  OF  PUBUC  HOUSING  QUALITY 

21  STANDARDS. 

22  Section  5  of  the  United  States  Housmg  Act  of  1987  is 
28  amended  by  adding  at  the  end  the  foUowing  new  subsection: 

24  "(jKD  After  September  80,  1987,  in  providing  assist- 

25  ance  under  this  Act  to  a  public  housing  agency  for  public 
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1  housing  (other  than  for  Indian  families),  the  Secretary  shall 

2  reserve  funds  for  the  development  of  public  housing  only  if — 

3  "(A)   the    Secretary   determines    that   additional 

4  amounts  are  required  to  complete  the  development  of 

5  dwelling  units  for  which  amounts  are  obligated  on  or 

6  before  such  date; 

7  "(B)  the  public  housing  agency  certifies  to  the 

8  Secretary  that  85  percent  of  the  public  housing  dwell- 

9  ing  imits  of  the  public  housing  agency — 

10  "(i)  are  maintained  in  substantial  compliance 

11  with  the  housing  quality  standards  established  by 

12  the  Secretary  under  section  8(oK6);  or 

13  "(ii)  will  be  so  maintained  upon  completion 

14  of   modernization   for   which    funding   has   been 

15  awarded  or  for  which  applications  are  pending 

16  under  section  14  or  20  or  under  a  comparable 

17  State  or  local  government  program  (and  such  ap- 

18  plications  shall  comply  with  the  comprehensive 

19  plan  of  the  public  housing  agency  developed  under 

20  such  section  14  or  20); 

21  "(C)  the  public  housing  agency  certifies  that  such 

22  development — 

23  "(i)  will  replace  dwelling  units  that  are  dis- 

24  posed  of  or  demolished  by  the  public   housing 

25  agency,  including  dwelling  units  disposed  of  or 
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1  lost  through  sale  to  tenants  or  through  units  rede- 

2  sign;  or 

8  "(ii)  is  required  to  comply  with  court  orders 

4  or  directions  of  the  Secretary; 

5  "(D)  the  public  housing  agency  certifies  that  it 

6  has  demands  for  family  housing  not  satisfied  by  the 

7  rental  assistance  programs  established  in  subsection  (b) 

8  or  (o)  of  section  8  for  which  it  plans  to  construct  or 

9  acquire  projects  of  not  more  than  100  units;  or 

10  "(E)  the  Secretary  makes  such  reservation  under 

11  paragraph  (2). 

12  "(2)  Notwithstanding  any  other  provision  of  law,  not 
18  more  than  20  percent  of  the  funds  appropriated  for  develop- 

14  ment  of  public  housing  also  may  be  conunitted  by  the  Secre- 

15  tary  for  the  substantial  redesign,  reconstruction,  or  redevel- 

16  opment  of  existing  public  housing  projects  or  units,  which 

17  work  shall  be  carried  out  pursuant  to  the  rules  and  regula- 

18  tions  applicable  to  the  development  of  public  housmg.". 

19  SEC.  214.  LIMITATION  ON  RECAPTURE  OF  FUNDING  RESER- 

20  VATIONS. 

21  Section  5  of  the  United  States  Housing  Act  of  1987  (as 

22  amended  by  section  218  of  this  Act)  is  further  amended  by 
2S  adding  at  the  end  the  following  new  subsection: 

24  "(k)  After  the  reservation  of  public  housing  development 

25  funds  to  a  public  housing  agency,  the  Secretary  may  not  re- 
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1  capture  any  of  the  amounts  included  in  such  reservation  due 

2  to  the  failure  of  a  public  housing  agency  to  begin  construction 

3  or  rehabilitation,  or  to  complete  acquisition,  during  the  30- 

4  month  period  following  the  date  of  such  reservation.  During 

5  such  30-month  period,  the  public  housing  agency  shall  be 

6  permitted  to  change  the  site  of  the  public  housing  project  or 

7  reformulate  the  project,  if  not  less  than  the  original  number 

8  of  dwelling  units  are  to  be  constructed,  rehabilitated,  or  ac- 

9  quired.  There  shall  be  excluded  from  the  computation  of  such 

10  30-month  period  any  delay  in  the  beginning  of  construction 

11  or  rehabilitation  of  such  project  caused  by  (1)  the  failure  of 

12  the  Secretary  to  process  such  project  within  a  reasonable 

13  period  of  time;  (2)  any  environmental  review  requirement;  (3) 

14  any  legal  action  affecting  such  project;  or  (4)  any  other  factor 

15  beyond  the  control  of  the  public  housing  agency.". 

16  SEC.  215.  PUBLIC  HOUSING  NEW  CONSTRUCTION. 

17  Section  6(h)  of  the  United  States  Housing  Act  of  1937 

18  is  amended — 

19  (1)  by  inserting  before  "is"  the  following:  "in  the 

20  neighborhood  where  the  public  housing  agency  deter- 

21  mines  the  housing  is  needed";  and 

22  (2)   by   inserting   "in   such   neighborhood"   after 
28           "rehabilitation". 

24  SEC.  216.  PUBLIC  HOUSING  CHILD  CARE  GRANTS. 

25  (a)  Pboobam  Authority. — 
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1  (1)  The  Secretary  of  Housing  and  Urban  Develop- 

2  ment  shall,  to  the  extent  approved  in  appropriation 

3  Acts,  carry  out  a  demonstration  program  of  making 

4  grants  to  public  housing  agencies  to  assist  such  agen- 

5  cies  in  providing  child  care  services  for  lower  income 

6  families  who  reside  in  public  housing. 

7  (2)  The  Secretary  shaU  design  the  program  de- 

8  scribed  in  paragraph  (1)  to  determine  the  extent  to 

9  which  the  availability  of  child  care  services  in  lower 

10  income  housing  projects  facilitates  the  employability  of 

11  the  parents  or  guardians  of  children  residing  in  public 

12  housing. 

18  (8)  The  program  described  in  paragraph  (1)  shall 

14  be  in  addition  to  any  demonstration  program  carried 

15  out  under  section  222  of  the  Housing  and  Urban-Rural 

16  Recovery  Act  of  1983. 

17  (b)  Eligibility  fob  Assistance. — The  Secretary 

18  may  make  a  grant  to  any  public  housing  agency  under  this 

19  section  only  if — 

20  (1)  prior  to  receipt  of  assistance  under  this  sec- 

21  tion,  such  public  housing  agency  does  not  have  a  child 

22  care  services  program  in  operation  in  the  project  for 

23  which  such  assistance  is  requested; 


Digitized  by  VjOOQ IC 


46 

36 

1  (2)  such  public  housing  agency  agrees  to  provide 

2  suitable    facilities    for    the    provision    of    child    care 
8  services; 

4  (3)  the  child  care  services  program  of  such  public 

5  housing  agency  will  serve  preschool  children  during  the 

6  day,  school  children  after  school,  or  both,  in  order  to 

7  permit  the  parents  or  guardians  of  such  children  to 

8  obtain,  retain,  or  train  for  employment; 

9  (4)  the  child  care  services  program  of  such  public 

10  housing  agency  is  designed,  to  the  extent  practicable, 

11  to  involve  the  participation  of  the  parents  of  children 

12  benefiting  from  such  program; 

13  (5)  the  child  care  services  program  of  such  public 

14  housing  agency  is  designed,  to  the  extent  practicable, 

15  to  employ  in  part-time  positions  elderly  individuals  who 

16  reside  in  the  lower  income  housing  project  involved; 

17  and 

18  (6)  the  child  care  services  program  of  such  public 

19  housing  agency  complies  with  all  applicable  State  and 

20  local  laws,  regulations,  and  ordinances. 

21  (c)  Allocation  op  Assistance. — In  providing  grants 

22  under  this  section,  the  Secretary  shall — 

28  (1)  give  priority  to  lower  income  housing  projects 

24  in  which  reside  the  largest  number  of  preschool  and 

25  school  children  of  lower  income  families; 
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1  (2)  seek  to  ensure  a  reasonable  distribution  of 

2  such  grants  between  urban  and  rural  areas  and  among 
8  lower  income  housing  projects  of  varying  sizes;  and 

4  (3)  seek  to  provide  such  grants  to  the  largest 

5  number  of  lower  income  housing  projects  practicable, 

6  considering  the  amount  of  funds  available  under  this 

7  section  and  the  financial  requirements  of  the  particular 

8  child  care  services  programs  to  be  developed  by  the 

9  applicant  public  housing  agencies. 

10  (d)  Administbativb  Provisions. — 

11  (1)  Applications  for  grants  under  this  section  shall 

12  be  made  by  public  housing  agencies  in  such  form,  and 
18  according  to  such  procedures,  as  the  Secretary  may 

14  prescribe. 

15  (2)  Any  public  housing  agency  receiving  a  grant 

16  under  this  section  may  use  such  grant  only  for  operat- 

17  ing  expenses  and  minor  renovations  of  facilities  neces- 

18  sary  to  the  provision  of  child  care  services  under  this 

19  section. 

20  (8)  The  Secretary  shall  conduct  periodic  evalua- 

21  tions  of  each  child  care  services  program  assisted  under 

22  this  section  for  purposes  of — 

28  (A)  determining  the  effectiveness  of  such  pro- 

24  gram  in  providing  child  care  services  and  permit- 

25  ting  the  parents  or  guardians  of  children  residing 
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1  in  public  housing  to  obtain,  retain,  or  train  for 

2  employment;  and 

3  (B)  ensuring  compliance  with  the  provisions 

4  of  this  section. 

5  (4)  No  provision  of  this  section  may  be  construed 

6  to  authorize  the  Secretary  to  establish  any  health, 

7  safety,  educational,  or  other  standards  with  respect  to 

8  child  care  services  or  facilities  assisted  with  grants  re- 

9  ceived  under  this  section.  Such  services  and  facilities 

10  shall  comply  with  all  applicable  State  and  local  laws, 

11  regulations,  and  ordinances,  and  all  requirements  es- 

12  tabUshed  by  the  Secretary  of  Health  and  Human  Serv- 

13  ices  for  child  care  services  and  facilities. 

14  (e)  Repobt  to  Congress. — Not  later  than  the  expira- 

15  tion  of  the  3-year  period  foUowing  the  date  of  the  enactment 

16  of  this  Act,  the  Secretary  shall  prepare  and  submit  to  the 

17  Congress  a  detailed  report  setting  forth  the  findings  and  con- 

18  elusions  of  the  Secretary  as  a  result  of  carrying  out  the  dem- 

19  onstration  program  established  in  this  section.  Such  report 

20  shall  include  any  recommendations  of  the  Secretary  with  re- 

21  spect  to  the  establishment  of  a  permanent  program  of  assist- 

22  ing  child  care  services  in  lower  income  housing  projects. 

23  (f)  Definitions. — For  purposes  of  this  section: 
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1  (1)  The  term  "lower  income  families"  has  the 

2  meaning  given  such  term  in  section  8(b)(2)  of  the 
8  United  States  Housing  Act  of  1987. 

4  (2)  The  terms  'lower  income  housing  project'' 

5  and  "public  housing''  have  the  meanings  given  such 

6  terms  in  section  8(b)(1)  of  the  United  States  Housing 

7  Act  of  1987. 

8  (8)  The  term  "public  housing  agency"  has  the 

9  meaning  given  such  term  in  section  8(b)(6)  of  the 

10  United  States  Housing  Act  of  1987. 

11  (4)  The  term  "Secretary"  means  the  Secretary  of 

12  Housing  and  Urban  Development. 

18  (g)  Authorization  op  Appbopbiations. — There  is 

14  authorized  to  be  appropriated  to  carry  out  the  provisions  of 

16  this  section  $15,000,000  for  fiscal  year  1988.  Any  amount 

16  appropriated  under  this  subsection  shall  remain  available 

17  until  expended. 

18  SEC.  217.  PAYMENTS  FOR  OPERATION  OF  LOWER  INCOME 

19  HOUSING  PROJECTS. 

20  (a)  Pebfobmance  Funding  System. — Section  9(a)  of 

21  the  United  States  Housing  Act  of  1987  is  amended — 

22  (1)  by  striking  the  last  sentence  of  paragraph  (1); 
28  and 

24  (2)   by   adding   at   the   end   the   following   new 

25  paragraph: 
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1  ''(SKA)  For  purposes  of  making  payments  under  this 

2  section,  the  Secretary  shall  utilize  a  performance  funding 

3  system  that  is  substantially  based  on  the  system  defined  in 

4  regulations  and  in  effect  on  the  date  of  the  enactment  of  the 

5  Housing  and  Conmiunity  Development  Act  of  1987  (as  modi- 

6  fied  by  this  paragraph),  and  that  establishes  standards  for 

7  costs  of  operation  and  reasonable  projections  of  income, 

8  taking  into  account  the  character  and  location  of  the  project 

9  and  the  characteristics  of  the  families  served,  in  accordance 

10  with  a  formula  representing  the  operations  of  a  prototype 

11  well-managed  project.   Such   performance  funding  system 

12  shall  be  established  in  consultation  with  public  housing  agen- 

13  cies  and  their  associations,  be  contained  in  a  regulation  pro- 

14  mulgated  by  the  Secretary  prior  to  the  start  of  any  fiscal  year 

15  to  which  it  applies,  and  remain  in  effect  for  the  duration  of 

16  such  fiscal  year  without  change. 

17  ''(B)  Under  the  performance  funding  system  established 

18  under  this  paragraph — 

19  *'(i)  in  the  first  year  that  the  reductions  occur,  any 

20  public  housing  agency  shall  share  equally  with  the  Sec- 

21  retary  any  cost  reductions  due  to  the  differences  be- 

22  tween  projected  and  actual  utility  rates  attributable  to 
28  actions  taken  by  the  agency  which  lead  to  such 
24  reductions; 
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1  "(ii)  there  shall  be  a  formal  review  process  for  the 

2  purpose  of  providing  such  revisions  to  the  allowable 
8  expense    level    of    a    public    housing    agency    as 

4  necessary — 

5  ''(I)  to  correct  inequities  and  abnormalities 

6  that  exist  in  the  base  year  expense  level  of  such 

7  public  housing  agency; 

8  ''(II)  to  reflect  changes  in  operating  circum- 

9  stances  smce  the  initial  determination  of  such  base 

10  year  expense  level;  and 

11  "(HI)  to  ensure  that  the  allowable  expense 

12  limit  accurately  reflects  the  higher  cost  of  operat- 
18  ing  the  project  in  an  economically  distressed  unit 

14  of  local  government  and  the  lower  cost  of  operat- 

15  ing  the  project  in  an  economically  prosperous  unit 

16  of  local  government; 

17  "(iii)  public  housing  agencies  shall  be  reimbursed 

18  for  costs  incurred  that  were  beyond  their  control  and 

19  the  full  extent  of  which  were  not  taken  mto  consider- 

20  ation  in  the  original  distribution  of  funds  for  the  fiscal 

21  year  involved; 

22  ''(iv)  the  estimate  of  the  rental  mcome  for  the 
28  next  fiscal  year  of  a  public  housing  agency  shall  be 
24  based  on  the  actual  rent  for  the  fourth,  fifth,  or  sixth 
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1  month  prior  to  the  beginning  of  the  new  fiscal  year  of 

2  the  public  housing  agency; 

3  ''(y)  any  revenues  resulting  from  rental  income  or 

4  other  income  (including  investment  mcome)  in  excess  of 

5  estimated  revenues  from  such  items  may  not  be  recap- 

6  turedy  used,  or  computed  to  reduce  assistance  provided 

7  under  this  section,  unless  such  estimate— 

8  ''(I)  was  unreasonable  according  to  regula- 

9  tions  in  effect  when  the  estimate  was  made;  or 

10  "(II)  was  fraudulent  and  deceptive;  and 

11  ''(vi)  if  a  public  housing  agency  redesigns  or  sub- 

12  stantially  rehabilitates  a  public  housing  project  so  that 

13  2  or  more  dwelling  imits  are  combined  to  create  a 

14  single   larger   dwelling  imit,   the   payments   received 

15  under  this  section  shall  not  be  reduced  solely  because 

16  of  the  resulting  reduction  in  the  nimiber  of  dwelling 

17  imits  if  not  less  than  the  same  number  of  individuals 

18  will  reside  in  the  new  larger  dwelling  imit  as  resided  in 

19  the  dwelling  imits  that  were  combined  to  form  such 

20  larger  dwelling  imit/\ 

21  (b)  Authorization  of  Appbopbiations. — Section 

22  9(c)  of  the  United  States  Housing  Act  of  1937  is  amended  to 

23  read  as  follows: 
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1  ''(c)  There  are  authorized  to  be  appropriated,  for  the 

2  purpose  of  providing  annual  contributions  under  this  section, 
8  $1,600,000,000  for  fiscal  year  1988.". 

4  (c)  Time  of  Payment. — Section  9  of  the  United  States 

5  Housing  Act  of  1987  is  amended  by  adding  at  the  end  the 

6  following  new  subsection: 

7  ''(e)  In  the  case  of  any  public  housing  agency  that  sub- 

8  mits  its  budget  for  any  fiscal  year  of  such  agency  to  the  Sec- 

9  retary  in  a  timely  manner  m  accordance  with  the  regulations 

10  issued  by  the  Secretary  under  this  section,  assistance  to  be 

11  provided  to  such  agency  under  this  section  for  such  fiscal 

12  year  shall  commence  not  later  than  the  1st  month  of  such 
18  fiscal  year,  and  shall  be  paid  in  equal  monthly  or  quarterly 

14  installments  or  in  accordance  with  such  other  payment  sched- 

15  ule  as  may  be  agreed  upon  by  the  Secretary  and  such 

16  agency.". 

17  SEC.    218.    GRANTS    FOR    COMPREHENSIVE    IMPROVEMENT 

18  ASSISTANCE. 

19  (a)  Authority  to  Peovidb  Grants.— Section  14  of 

20  the  United  States  Housing  Act  of  1987  is  amended  by  adding 

21  at  the  end  the  following  new  subsection: 

22  "(k)  The  Secretary  may  make  contributions  (in  the  form 
28  of  grants)  to  public  housing  agencies  under  this  section.  The 

24  contract  under  which  such  contributions  shall  be  made  shall 

25  specify  the  amount  of  contributions  required  for  each  project 
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1  to  which  the  contract  pertains,  and  that  the  terms  and  condi- 

2  tions  of  such  contract  shall  remain  in  effect  for  a  20-year 

3  period.". 

4  (b)  CONPOBMING  ABiBNDMBNTS. — 

5  (1)  Section  14(e)  of  the  United  States  Housing 

6  Act  of  1937  is  amended  by  striking  "annual". 

7  (2)  Section  14  of  the  United  States  Housing  Act 

8  of  1937  is  amended  by  inserting  "or  (Is)**  after  "subsec- 

9  tion  (b)"  each  place  it  appears  in  subsections  (c),  (d), 

10  (e),  (g),  (h),  and  (i). 

1 1  SEC.  219.  PUBLIC  HOUSING  DEMOLITION  AND  DISPOSITION. 

12  (a)  Limitations. — Section  18  of  the  United  States 

13  Housing  Act  of  1937  is  amended — 

14  (1)  in  subsection  (a)(1),   by   striking  "or"   after 

15  "purposes,"  and  inserting  "and";  and 

16  (2)  in  subsection  (b) — 

17  (A)  by  striking  "and"  at  the  end  of  para- 

18  graph  (1); 

19  (B)  by  striking  the  period  at  the  end  of  para- 

20  graph  (2)  and  inserting  ";  and";  and 

21  (C)  by  adding  at  the  end  the  following  new 

22  paragraph: 

23  "(3)  the  public  housing  agency  has  developed  a 

24  plan  (and  the  Secretary  has  agreed  to  provide  funding 

25  for  such  plan  if  necessary)  that  provides  for — 
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1  ''(A)  the  addition  of  public  housing  dwelling 

2  units  in  an  aggregate  number  equal  to  the  number 
8  of  such  units  proposed  to  be  demolished  or  dis- 
4                  posed  under  such  application  except  that — 

6  ''(i)  such   1-for-l  replacement  require- 

6  ment  shall  not  apply  if  the  Secretary  deter- 

7  mines  that  there  is  no  local  need  for  low- 

8  mcome  housmg,  which  determination  shall  be 

9  based  on  objective  information  (provided  by 

10  the  public  housing  agency  and  other  persons 

11  interested  in   the   provision   of  low-income 

12  housing)  that  includes  rates  of  participation 
18  by  landlords  m  the  section  8  program,  size, 

14  conditions  and  rent  levels  of  available  rental 

15  housing  as  compared  to  section  8  standards, 

16  the  supply  of  vacant  existing  housing  with 

17  rents  at  or  below  the  fair  market  rent  or 

18  payment  standard  or  the  likelihood  of  adjust- 

19  ing  the  fair  market  rent  or  payment  stand- 

20  ard,  and  the  extent  of  discrimination  against 

21  the  types  of  individuals  or  families  to  be 

22  served  by  the  assistance;  and 

28  "(ii)    if   necessary    funding    for    public 

24  housing  dwelling  units  is  not  available,  there 

25  may  be  substituted  dwelling  units  assisted 
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1  with  project-based  assistance  under  section  8 

2  or  the  acquisition  or  development  of  dwelling 

3  units  assisted  under  a  State  or  local  govem- 

4  ment  program  that  provides  for  project-based 

5  assistance  comparable  in  terms  of  eligibility, 

6  contribution  to  rent,  and  length  of  assistance 

7  contract  (not  less  than   15  years)  to  that 

8  available  under  section  8(b)(1),  or  any  combi- 

9  nation  of  such  methods;  and 

10  "(B)  the  payment  of  the  relocation  expenses 

11  of  each  tenant  to  be  displaced  and  ensures  that 

12  the  rent  paid  by  the  tenant  following  relocation 

13  will  not  exceed  the  amount  permitted  under  this 

14  Act.". 

15  (b)  Applicability. — Section  18  of  the  United  States 

16  Housing  Act  of  1937  is  amended  by  striking  subsection  (d). 

17  SEC.  220.  PUBLIC  HOUSING  COMPREHENSIVE  GRANTS. 

18  (a)  In  Genebal. — The  United  States  Housing  Act  of 

19  1937  is  amended  by  adding  at  the  end  the  following  new 

20  section: 

21  ''comprehensive  obant  pboobam 

22  "Sec.  20.  (a)  Purpose. — It  is  the  purpose  of  this 

23  section — 

24  ''(1)  to  provide  assistance  on  a  reliable  basis  to 

25  public  housing  agencies  to  enable  them  to  operate,  up- 

26  grade,    modernize,    and    rehabilitate    public    housing 
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1  projects  financed  under  the  United  States  Housing  Act 

2  of  1987  to  ensure  their  contmued  availability  for  the 
8  benefit  of  lower  income  families  as  decent,  safe,  and 
4  sanitary  rental  housing  at  affordable  rents; 

6  ''(2)  to  increase  the  reliability  of  Federal  assist- 

6  ance    for    capital    improvements    in    public    housing 

7  projects; 

8  "(8)  to  significantly  simplify  the  program  of  Fed- 

9  eral  assistance  for  capital  improvements  in  public  hous- 

10  ing  projects; 

11  "(4)  to  provide  increased  opportunities  and  incen- 

12  tives  for  more  efficient  management  of  public  housmg 
18  projects;  and 

14  "(5)  to  afford  public  housing  agencies  greater  con- 

16  trol  in  planning  for  the  maintenance  and  improvement 

16  of  public  housing  projects   to  benefit  lower  income 

17  families.". 

18  "(b)  Authority  to  Provide  Financial  Assist- 

19  ANOB. — 

20  "(1)  In  general. — The  Secretary  may  make 

21  available,  and  (to  the  extent  of  amounts  provided  in  ap- 

22  propriation  Acts)  contract  to  make  available,  financial 
28  assistance  to  public  housing  agencies  in  accordance 
24  with  the  provisions  of  this  section  with  respect  to 
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1  public  housing  (as  defined  in  section  3(bXl))  owned  or 

2  operated  by  such  agencies. 

3  "(2)  Gbants. — The  Secretary  may  make  contri- 

4  butions  (in  the  form  of  grants)  to  public  housing  agen- 

5  cies  under  this  section.  The  contract  under  which  such 

6  contributions  shall  be  made  shall  specify  the  amount  of 

7  contributions  required  for  each  project  to  which  the 

8  contract  pertains,  and  that  the  terms  and  conditions  of 

9  such  contract  shall  remain  in  effect  for  a  20-year 

10  period. 

11  "(c)  CoMPBEHENSiVE  Plan. — No  financial  assistance 

12  may  be  made  available  to  a  public  housing  agency  under  this 

13  section  unless  the  Secretary  approves  a  5-year  comprehen- 

14  sive  plan  submitted  by  the  public  housing  agency  on  a  date 

15  determined  by  the  Secretary,  except  that  the  Secretary  may 

16  provide  such  assistance  if  it  is  necessary  to  correct  conditions 

17  that  constitute  an  immediate  threat  to  the  health  or  safety  of 

18  tenants.  The  comprehensive  plan  shall  contain — 

19  "(1)  a  comprehensive  assessment  of — 

20  ''(A)  the  current  physical  condition  of  each 

21  public  housing  project  owned  or  operated  by  the 

22  public  housing  agency; 

23  ''(B)  the  physical  improvements  necessary  for 

24  each  such  project  to  permit  the  project — 
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1  "(i)  to  be  rehabilitated  to  a  level  at 

2  least  equal  to  the  minimum  property  stand- 
8  ards  established  by  the  Secretary  and  in 
4  effect  at  the  time  of  the  preparation  of  the 
6  comprehensive  plan;  and 

6  "(ii)  to  comply  with  life-cycle  cost-effec- 

7  tive  energy  conservation  performance  stand- 

8  ards  established  by  the  Secretary  to  ensure 

9  the  lowest  total  rehabilitation  and  operating 

10  costs  over  the  estimated  life  of  the  building; 

11  and 

12  ''(C)  the  replacement  needs  of  equipment 
18  systems  and  structural  elements  that  will  be  re- 

14  quired  to  be  met  (assuming  routine  and  timely 

15  maintenance    is    performed)    during    the    5-year 

16  period  covered  by  the  comprehensive  plan; 

17  "(2)  a  comprehensive  assessment  of  the  improve- 

18  ments  needed  to  upgrade  the  management  and  oper- 

19  ation  of  the  public  housing  agency  and  of  each  such 

20  project  so  that  decent,  safe,  and  sanitary  living  condi- 

21  tions  will  be  provided  such  projects,  which  assessment 

22  shall  include  at  least  an  identification  of  needs  related 

28  to- 
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1  ''(A)   the   management,    financial,    and   ac- 

2  comiting  control  systems  of  the  public  housing 

3  agency  that  are  related  to  such  projects; 

4  ''(B)  the  adequacy  and  qualifications  of  per- 

5  sonnel  employed  by  the  public  housing  agency  (in 

6  the  management  and  operation  of  such  projects) 

7  for  each  category  of  employment;  and 

8  "(C)  the  adequacy  and  efficacy  of — 

9  "(i)   tenant  programs   and  services   in 

10  such  projects; 

11  "(y)  the  security  of  each  such  project 

12  and  its  tenants; 

13  "(iii)   policies    and   procedures    of   the 

14  public  housing  agency  for  the  selection  and 

15  eviction  of  tenants  in  such  projects;  and 

16  "(iv)  other  policies  and  procedures  of 

17  the  public  housing  agency  relating  to  such 

18  projects,  as  specified  by  the  Secretary; 

19  "(3)  an  analysis,  made  on  a  project-by-project 

20  basis  in  accordance  with  standards  and  criteria  pre- 

21  scribed  by  the  Secretary,  demonstrating  that  comple- 

22  tion  of  the  improvements  and  replacements  identified 

23  under  paragraphs  (1)  and  (2)  will  reasonably  ensure  the 

24  long-term  physical  and  social  viability  of  each  such 

25  project  at  a  reasonable  cost; 
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1  "(4)  an  action  plan  for  making  the  improvements 

2  and  replacements  identified  under  paragraphs  (1)  and 
8  (2)  that  are  determined  under  the  analysis  described  in 

4  paragraph  (8)  to  reasonably  ensure  long-term  viability 

5  of  each  such  project  at  a  reasonable  cost,  which  action 

6  plan  shall  include  at  least  a  schedule,  in  order  of  priori- 

7  ty,  of  the  actions  that  are  to  be  completed  over  a 

8  period  of  not  more  than  5  years  from  the  date  of  ap- 

9  proval  of  the  comprehensive  plan  by  the  Secretary  and 

10  that  are  necessary — 

11  ''(A)  to  make  the  improvements  and  replace- 

12  ments  identified  under  paragraph  (1)  for  each 
18  project  expected  to  receive  capital  improvements 
14  or  replacements;  and 

16  "(B)  to  upgrade  the  management  and  oper- 

16  ation  of  the  public  housing  agency  and  its  public 

17  housing  projects  as  described  in  paragraph  (2); 

18  "(5)  a  statement,  to  be  signed  by  the  chief  local 

19  government  official  (or  Indian  tribal  official,  if  appropri- 

20  ate),  certifying  that — 

21  "(A)  the  comprehensive  plan  was  developed 

22  by  the  public  housing  agency  in  consultation  with 
28  appropriate  local  government  officials  (or  Indian 
24  tribal  officials,  if  appropriate)  and  with  tenants  of 
26  the  housing  projects  eligible  for  assistance  under 
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1  this  section,  which  shall  mclude  not  less  than  2 

2  public  hearings  (i)  at  least  one  of  which  shall  be 

3  held  prior  to  the  initial  adoption  of  any  plan  by 

4  the  public  housing  agency  for  use  of  such  assist- 

5  ance,  and  afford  tenants  and  interested  parties  an 

6  opportunity  to  summarize  their  priorities  and  con- 

7  cerns,  to  ensure  their  due  consideration  in  the 

8  planning  process  of  the  public  housing  agency; 

9  and  (ii)  at  least  one  of  which  shall  be  held  prior  to 

10  final  submission  of  the  plan  to  the  Department  of 

11  Housing  and  Urban  Development  for  its  approval, 

12  to  provide  tenants  and  other  interested  parties  an 

13  opportunity  to  comment  on  the  plan  of  action  pro- 

14  posed  by  the  public  housing  agency  in  its  submis- 

15  sion;  and 

16  "(B)  the  comprehensive  plan  is  consistent 

17  with  the  assessment  of  the  commimity  of  its  lower 

18  income  housing  needs  and  that  the  imit  of  general 

19  local  government  (or  Indian  tribe,  if  appropriate) 

20  will  cooperate  in  the  provision  of  tenant  programs 

21  and  services  (as  defined  in  section  3(cK2)); 

22  ''(6)  a  statement,  to  be  signed  by  the  chief  public 

23  housing   official,    certifying   that   the   public    housing 

24  agency  will  carry  out  the  comprehensive  plan  in  con- 

25  formity  with  title  YI  of  the  Civil  Rights  Act  of  1964, 

•■4  1 
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1  title  Vm  of  the  Act  of  April  11,  1968  (commonly 

2  known  as  the  Civil  Rights  Act  of  1968),  and  section 
8  504  of  the  Rehabilitation  Act  of  1978; 

4  ''(7)  a  preliminary  estimate  of  the  total  cost  of  the 

5  items  identified  in  paragraphs  (1)  and  (2),  including  a 

6  preliminary  estimate  of  the  costs  that  will  be  incurred 

7  during  each  year  covered  by  the  comprehensive  plan; 

8  and 

9  "(8)  such  other  information  as  the  Secretary  may 

10  require. 

11  "(d)  RbVIBW  of  ColiPRBHBNSIVE  PlaNS.— 

12  "(1)  Standabd  fob  approval. — The  Secretary 
18  shall  approve  a  comprehensive  plan  unless — 

14  "(A)  the  comprehensive  plan  is  incomplete; 

15  '*(B)  on  the  basis  of  available  significant  facts 

16  and  data  pertaining  to  the  physical  and  operation- 

17  al  condition  of  the  public  housing  projects  of  the 

18  public  housing  agency  or  the  management  and  op- 

19  erations  of  the  public  housing  agency,  the  Secre- 

20  tary   determines   that   the   identification  by  the 

21  public  housing  agency  of  needs  is  plainly  incon- 

22  sistent  with  such  facts  and  data; 

28  ''(C)  on  the  basis  of  the  comprehensive  plan, 

24  the  Secretary  determines  that  the  action  plan  de- 

26  scribed  in  subsection  (cK4)  is  plainly  inappropriate 
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1  to  meeting  the  needs  identified  in  the  comprehen- 

2  sive  plan,  or  that  the  public  housing  agency  has 

3  failed  to  demonstrate  that  completion  of  improve- 

4  ments   and  replacements  identified  under  para- 

5  graphs  (1)  and  (2)  of  subsection  (c)  wiU  reasonably 

6  ensure  long-term  viability  of  one  or  more  public 

7  housing  projects  to  which  they  relate  at  a  reason- 

8  able  cost;  or 

9  ''(D)  there  is  evidence  available  to  the  Secre- 

10  tary   that   tends   to   challenge   in   a   substantial 

11  manner  any  certification  contained  in  the  compre- 

12  hensive  plan. 

13  "(2)  Schedule  fob  appboval. — The  compre- 

14  hensive  plan  shall  be  considered  to  be  approved,  unless 

15  the  Secretary  notifies  the  public  housing  agency  in 

16  writing  within  75  calendar  days  of  submission  that  the 

17  Secretary  has  disapproved  the  comprehensive  plan  as 

18  submitted,  indicating  the  reasons  for  disapproval  and 

19  modifications  required  to  make  the  comprehensive  plan 

20  approvable. 

21  "(e)  Annual  Statement. — 

22  "(1)  Submission. — Each  public  housing  agency 

23  receiving  assistance  under  this  section  shall  submit  to 

24  the  Secretary,  at  a  date  determined  by  the  Secretary, 

25  an  annual  statement  of  the  activities  and  expenditures 

•■4  1 
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1  projected  to  be  funded,  in  whole  or  in  part,  by  such 

2  assistance  during  the  immediately  following  fiscal  year 

5  of  the  public  housing  agency.  The  annual  statement 
4  shall  include   a  certification  by  the  public   housing 

6  agency  that  the  proposed  activities  and  expenditures 

6  are  consistent  with  the  approved  comprehensive  plan  of 

7  the  public  housing  agency.  The  annual  statement  also 

8  shall  include  a  certification  that  the  public  housing 

9  agency  has  provided  the  tenants  of  the  public  housing 

10  and  other  interested  parties  the  opportunity  to  review 

11  the  annual  statement  and  comment  on  it,  and  that  such 

12  comments  have  been  taken  into  account  in  formulating 
18  the  annual  statement  as  submitted  to  the  Secretary. 

14  "(2)  PbOPOSBD  AMBNDBiBNTS   TO   OOliPBBHBN- 

16  8IVB  PLAN. — A  public  housing  agency  may  propose  an 

16  amendment  to  its  comprehensive  plan  under  subsection 

17  (c)   in   any   annual    statement.    Any   such   proposed 

18  amendment  shall  be  reviewed  in  accordance  with  sub- 

19  section  (d),  and  shall  include  a  certification  that  (A)  the 

20  proposed  amendment  has  been  made  publicly  available 

21  for  comment  prior  to  its  submission;  (6)  tenants  and 

22  other  interested  parties  have  been  given  sufficient  time 
28  to  review  and  comment  on  it;  and  (C)  such  comments 
24  have  been  taken  into  consideration  in  the  preparation 
26  and  submission  of  the  amendment. 
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1  ''(3)  Approval. — The  Secretary  shall  approve 

2  the  annual  statement  unless  the  Secretary  detennmes 

3  that  it  is  inconsistent  with  the  comprehensive  plan. 

4  The  annual  statement  shall  be  considered  to  be  ap- 

5  proved,  unless  the  Secretary  notifies  the  public  housing 

6  agency  in  writing  before  the  expiration  of  the  75-day 

7  period  following  submission  of  the  annual  statement 

8  that  the  Secretary  has  disapproved  the  annual  state- 

9  ment  as  submitted,  indicating  the  reasons  for  disap- 

10  proval  and  the  modifications  required  to  make  the 

11  annual  statement  approvable.  The  annual  statement 

12  shall  be  approved  before  the  public  housing  agency  re- 

13  ceives  any  assistance  under  this  section  for  the  fiscal 

14  year  to  which  the  annual  statement  relates. 

15  "(f)  Annual  Pebfobbiange  Sepobts;  Reviews  and 

16  Audits. — 

17  "(1)    Pebfobbiange    and    evaluation    be- 

18  POBTS. — Each  public  housing  agency  receiving  assist- 

19  ance  under  this  section  shall  submit  to  the  Secretary, 

20  on  a  date  determined  by  the  Secretary,  a  performance 

21  and  evaluation  report  concerning  the  use  of  funds  made 

22  available  under  this  section.  The  report  of  the  public 

23  housing  agency  shall  include  an  assessment  by  the 

24  public  housing  agency  of  the  relationship  of  such  use  of 

25  funds  made  available  under  this  section,  as  well  as  the 
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1  use  of  other  funds,  to  the  needs  identified  in  the  com- 

2  prehensive  plan  of  the  public  housing  agency  and  to 
8  the  purposes  of  this  section.  The  public  housing  agency 

4  shall  certify  that  the  report  has  been  made  available 

5  for  review  and  comment  by  tenants  and  other  interest- 

6  ed  parties  prior  to  its  submission  to  the  Secretary. 

7  "(2)  Rbvibws  by  secbetaby. — The  Secretary 

8  shall,  at  least  on  an  annual  basis,  make  such  reviews 

9  as   may   be   necessary   or  appropriate   to   determine 

10  whether  each  public  housing  agency  receiving  assist- 

11  ance  under  this  section — 

12  "(A)  has  carried  out  its  activities  under  this 
18  section  in  a  timely  manner  and  in  accordance  with 

14  its  comprehensive  plan; 

15  "(B)  has  a  continuing  capacity  to  carry  out 

16  its  comprehensive  plan  in  a  timely  manner; 

17  "(0)  has  satisfied,  or  has  made  reasonable 

18  progress    towards    satisfying,    such    performance 

19  standards  as  shall  be  prescribed  by  the  Secretary, 

20  and  has  made  reasonable  progress  in  carrying  out 

21  modernization     projects     approved     under     this 

22  section. 

28  "(8)  Audits  op  financial  tbansactions. — 

24  Recipients  of  assistance  imder  this  section  shall  have 

25  an  audit  made  in  accordance  with  chapter  75  of  title 
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1  31,  United  States  Code.  The  Secretary,  the  Inspector 

2  General  of  the  Department  of  Housing  and  Urban  De- 

3  velopment,  and  the  Comptroller  General  of  the  United 

4  States   shall   have   access   to   all  books,   documents, 

5  papers,  or  other  records  that  are  pertinent  to  the  ac- 

6  tivities  carried  out  under  this  section  in  order  to  make 

7  audit  examinations,  excerpts,  and  transcripts. 

8  **(4)  CoBBBCTiVB  ACTION. — The  comprehensive 

9  plan,  any  amendments  to  the  comprehensive  plan,  and 

10  the  annual  statement  shall,  once  approved  by  the  Sec- 

11  retary,  be  binding  upon  the  Secretary  and  the  public 

12  housing  agency.  The  Secretary  may  order  corrective 

13  action  only  if  the  public  housing  agency  does  not 

14  comply  with  paragraph  (1)  or  (2)  or  if  an  audit  under 

15  paragraph  (3)  reveals  findings  that  the  Secretary  rea- 

16  sonably  believes  require  such  corrective  action.  The 

17  Secretary  may  withhold  funds  under  this  section  only  if 

18  the  public  housing  agency  fails  to  take  such  corrective 

19  action  after  notice  and  a  reasonable  opportunity  to  do 

20  so.  In  administering  this  section,  the  Secretary  shall,  to 

21  the  greatest  extent  possible,  respect  the  professional 

22  judgment  of  the  administrators  of  the  public  housing 

23  agency. 

24  "(g)  Eligible  Costs. — A  public  housing  agency  may 

25  use  financial  assistance  received  under  subsection  (b)  only — 
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1  ''(1)  to  undertake  activities  described  in  its  ap- 

2  proved  comprehensive  plan  under  subsection  (c)  or  its 

3  annual  statement  under  subsection  (e); 

4  '^2)  to  correct  conditions  that  constitute  an  inmie- 

5  diate  threat  to  the  health  or  safety  of  tenants,  whether 

6  or  not  the  need  for  such  correction  is  indicated  in  its 

7  comprehensive  plan  or  annual  statement; 

8  ''(3)  to  prepare  a  comprehensive  plan  under  sub- 

9  section  (c),  including  reasonable  costs  that  may  be  nec- 

10  essary  to  assist  tenants  in  participating  in  the  planning 

11  process  in  a  meaningful  way,  an  annual  statement 

12  under  subsection  (e),  an  annual  performance  and  eval- 

13  nation  report  under  subsection  (f)(1),   and  an  audit 

14  under  subsection  (f)(8);  and 

15  ''(4)  to  operate  public  housing  projects  consistent 

16  with  the  requirements  that  apply  to  amounts  provided 

17  under  section  9,  except  that  not  more  than  20  percent 

18  of  the  funds  secured  under  this  section  may  be  used  for 

19  such  purposes. 

20  "(h)  Allocation  op  Assistancb.— 

21  ''(1)  In  obnbbal. — Assistance  shall  be  allocated 

22  under  this  section  in  accordance  with  the  allocation 
28  system  in  effect  under  section  14  on  May  21,  1985. 

24  ''(2)   Bbpobt   on   altbbnativb   allocation 

26  8T8TBM8. — Not  later  than  6  months  after  the  date  of 
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1  the  enactment  of  the  Housing  and  Conununity  Devel- 

2  opment  Act  of  1987,  the  Secretary  shall  submit  to  the 

3  Congress  a  report — 

4  ''(A)  assessing  the  condition  of  public  housing 

5  and  the  need  for  financial  assistance  for  capital 

6  improvements  and  for  establishment  of  replace- 

7  ment  reserves  for  future  capital  improvements  and 

8  mamtenance; 

9  ''(B)  setting  forth  proposals  for  alternative 

10  systems  of  allocating  financial  assistance  under 

11  this  section  according  to  criteria  for  a  formula  or 

12  other  allocation  method  to  be  used  by  the  Secre- 

13  tary  under  this  section  in  determining — 

14  ''(i)  for  each  public  housing  agency,  the 

15  amounts  that  are  necessary  to  address  cur- 

16  rent  needs  for  capital  improvements; 

17  ''(ii)  for  each  public  housing  agency,  the 

18  amounts  that  are  necessary  to  address  the 

19  future     needs     for     capital     improvements 

20  through  a  replacement  reserve;  and 

21  "(iii)  the  relative  needs  of  public  hous- 

22  ing    agencies    of    different    sizes    for    the 

23  amounts  described  in  clauses  (i)  and  (ii);  and 

24  ''(C)  estimating,  for  not  less  than  the  200 

25  largest  public  housing  agencies,  the  amount  that 
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1  will  be  received  annually  under  each  such  altema- 

2  tive  allocation  system. 

8  "(i)  Annual  Report. — The  Secretary  shall  include  in 

4  the  annual  report  under  section  8  of  the  Department  of  Hous- 

5  ing  and  Urban  Development  Act  a  description  of  the  alloca- 

6  tion,  distribution,  and  use  of  assistance  under  this  section  on 

7  a  regional  basis  and  on  the  basis  of  public  housing  agency 

8  size. 

9  ''(j)  Reoulations. — The  Secretary  may  issue  such 

10  regulations  as  are  necessary  to  carry  out  the  provisions  of 

11  this  section.''. 

12  (b)  Use  of  Operating  Assistance. — Section  9(a)(1) 
IS  of  the  United  States  Housing  Act  of  1937  is  amended  by 

14  inserting  after  the  first  sentence  the  following  new  sentence: 

15  ''A  public  housing  agency  may  also  use  any  available 

16  amounts  provided  under  this  section  in  accordance  with  the 

17  purpose  and  requirements  of  section  20.'\ 

18  SEC.  221.  PUBLIC  HOUSING  RESIDENT  MANAGEMENT. 

19  The  United  States  Housing  Act  of  1987  (as  amended  by 

20  section  220  of  this  Act)  is  further  amended  by  adding  at  the 

21  end  the  following  new  section: 

22  "public  housing  resident  management 

28  ''Sec.  21.  (a)  Purpose. — The  purpose  of  this  section  is 

24  to  establish  a  pilot  program  of  resident  management  of  public 

26  housing  projects,  as  one  means  of  improving  existing  living 

26  conditions  in  public  housing  projects,  by  providing  increased 
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1  flexibility  for  public  housing  projects  that  are  managed  by 

2  residents  by — 

3  ''(1)  permitting  tenants  to  volunteer  labor  subject 

4  to  existing  statutory  and  contractual  obligations  of  the 

5  public  housing  agency; 

6  ''(2)  permitting  the  retention,  and  use  for  certain 

7  purposes,   of  any  revenues  exceeding  operating  and 

8  projects  costs;  and 

9  ''(3)  providing  funding,  from  amounts  otherwise 

10  available,  for  technical  assistance  to  promote  formation 

11  and  development  of  resident  management  entities. 

12  "(b)  Pbogbam  Requibements. — 

13  "(1)  Resident  council. — As  a  condition  of  en- 

14  tering  into  a  resident  management  program,  the  elect- 

15  ed  resident  council  of  a  public  housing  project  shall  ap- 

16  prove  the  establishment  of  a  resident  management  cor- 

17  poration.   The  resident  management  corporation  and 

18  the  resident  council  may  be  the  same  organization,  if 

19  the  organization  complies  with  the  requirements  appli- 

20  cable  to  both  the  corporation  and  council.  The  corpora- 

21  tion  shall  be  a  nonprofit  corporation  organized  under 

22  the  laws  of  the  State  in  which  the  project  is  located, 

23  and  the  tenants  of  the  project  shall  be  the  sole  voting 

24  members  of  the  corporation.  If  there  is  no  elected  resi- 

25  dent  council,  a  majority  of  the  households  of  the  public 
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1  housing  project  shall  approve  the  establishment  of  a 

2  resident  council  to  determine  the  feasibility  of  estab- 

3  lishing  a  resident  management  corporation  to  manage 

4  the  project. 

5  ''(2)  Public  housing  MANAOEiiENT  special- 

6  IST. — The  resident  council  of  a  public  housing  project, 

7  in  cooperation  with  the  public  housing  agency,  shall 

8  select  a  qualified  public  housmg  management  specialist 

9  to  assist  in  determining  the  feasibility  of,  and  to  help 

10  establish,  a  resident  management  corporation  and  to 

11  provide  training  and  other  duties  agreed  to  in  the  daily 

12  operations  of  the  project. 

IS  ''(8)  Bonding  and  insubance. — Before  assum- 

14  ing  any  management  responsibility  for  a  public  housing 

15  project,  the  resident  management  corporation  shall  pro- 

16  vide  fidelity  bonding  and  insurance,  or  equivalent  pro- 

17  tection,  in  accordance  with  regulations  and  require- 

18  ments  of  the  Secretary  and  the  public  housing  agency. 

19  Such  bonding  and  insurance,  or  its  equivalent,  shall  be 

20  adequate  to  protect  the  Secretary  and  the  public  hous- 

21  ing  agency  against  loss,  theft,  embezzlement,  or  fraud- 

22  ulent  acts  on  the  part  of  the  resident  management  cor- 
28  poration  or  its  employees. 

24  ''(4)  MANAOEiiENT  BE8P0NSIBILITIES. — A  rcsi- 

25  dent  management  corporation  that  qualifies  under  this 
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1  section,  and  that  supplies  insurance  and  bonding  or 

2  equivalent  protection  sufficient  to  the  Secretary  and 

3  the  public  housing  agency,  shall  enter  into  a  contract 

4  with  the  public  housing  agency  establishing  the  respec- 

5  tive  management  rights  and  responsibilities  of  the  cor- 

6  poration  and  the  public  housing  agency.  Such  contract 

7  shall  be  consistent  with  the  requirements  of  this  Act 

8  apphcable  to  public  housing  projects  and  may  include 

9  specific  terms  governing  management  personnel  and 

10  compensation,  access  to  public  housing  project  records, 

11  submission  of  and  adherence  to  budgets,  rent  collection 

12  procedures,    tenant    selection    and    screening,    tenant 

13  income  verification,   tenant  eligibility  determinations, 

14  tenant  eviction,  the  acquisition  of  supplies  and  materi- 

15  als,  and  such  other  matters  as  may  be  appropriate.  The 

16  contract  shall  be  treated  as  a  'contracting  out'  of  serv- 

17  ices  and  shall  be  subject  to  any  provision  of  a  collective 

18  bargaining  agreement  regarding  'contracting  out'  to 

19  which  the  public  housing  agency  is  subject. 

20  "(5)  Annual  audit. — The  books  and  records  of 

21  a  resident  management  corporation  operating  a  public 

22  housing  project  shaU  be  audited  annually  by  a  certified 

23  public  accountant.  A  written  report  of  each  audit  shall 

24  be  forwarded  to  the  public  housing  agency  and  the 

25  Secretary. 
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1  "(o)    OOMPBEHENSIVE    IMPROVEMENT    ASSISTANCE. — 

2  Public  housing  projects  managed  by  resident  management 
8  corporations  may  be  provided  with  comprehensive  improve- 

4  ment  assistance  under  section  14  or  20  for  purposes  of  ren- 

5  ovating  such  projects  in  accordance  with  such  section.  If  such 

6  renovation  activities  (including  the  planning  and  architectural 

7  design  of  the  rehabilitation)  are  administered  by  a  resident 

8  management  corporation,  the  public  housing  agency  involved 

9  may  not  retain,  for  any  administrative  or  other  reason,  any 

10  portion  of  the  assistance  provided  pursuant  to  this  subsection. 

1 1  ''(d)  Waives  of  Federal  Rbquibements. — 

12  "(1)  Waiver  op  regulatory  requirb- 
18  BiENTS. — Upon  the  request  of  any  resident  manage- 

14  ment  corporation  and  public  housing  agency,  and  after 

15  notice  and  an  opportunity  to  comment  is  afforded  to 

16  the  affected  tenants,  the  Secretary  may  waive  (for  both 

17  the  resident  management  corporation  and  the  public 

18  housing  agency)  any  requirement  established  by  the 

19  Secretary  (and  not  specified  in  any  statute)  that  the 

20  Secretary   determines   to   unnecessarily   increase   the 

21  costs  or  restrict  the  income  of  a  public  housing  project. 

22  "(2)  Waiver  to  permit  employment. — Upon 
28  the  request  of  any  resident  management  corporation, 
24  the  Secretary  may,  subject  to  applicable  collective  bar- 
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1  gaining  agreements,  permit  residents  of  such  project  to 

2  volunteer  a  portion  of  their  labor. 

3  "(3)  Report  on  additional  waivebs. — Not 

4  later  than  6  months  after  the  date  of  the  enactment  of 

5  the   Housing   and   Conmiunity  Development  Act   of 

6  1987,  the  Secretary  shall  submit  to  the  Congress  a 

7  report  setting  forth  any  additional  waivers  of  Federal 

8  law  that  the  Secretary  determines  are  necessary  or  ap- 

9  propriate  to  carry  out  the  provisions  of  this  section.  In 

10  preparing  the  report,  the  Secretary  shall  consult  with 

11  resident  management  corporations  and  public  housing 

12  agencies. 

13  "(4)    Exceptions. — The    Secretary    may    not 

14  waive  under  this  subsection  any  requirement  with  re- 

15  spect  to  income  eligibility  for  purposes  of  section  16, 

16  rental  pajnnents  under  section  3(a),  tenant  or  applicant 

17  protections,  employee  organizing  rights,  or  rights  of 

18  employees  under  collective  bargaining  agreements. 

19  "(e)  Operating  Subsidy  and  Project  Income. — 

20  **(1)  Calculation  op  operating  subsidy. — 

21  Notwithstanding  any  provision  of  section  9  or  any  reg- 

22  ulation  under  such  section,  and  subject  to  the  exception 

23  provided  in  paragraph  (3),  the  portion  of  the  operating 

24  subsidy  received  by  a  public  housing  agency  under  sec- 

25  tion  9  that  is  allocated  to  a  public  housing  project 


•■4B 


Digitized  by  VjOOQ IC 


77 

67 

1  managed  by  a  resident  management  corporation  shall 

2  not  be  less  than  the  public  housing  agency  per  unit 
S  monthly  amount  provided  in  the  previous  year  as  de- 

4  termined  on  an  individual  project  basis. 

5  "(2)  Contract  BBQuiBSBfBNTS. — Any  contract 

6  for  management  of  a  public  housing  project  entered 

7  into  by  a  public  housing  agency  and  a  resident  man- 

8  agement    corporation    shall    specify    the    amount    of 

9  income  expected  to  be  derived  from  the  project  itself 

10  (from  sources  such  as  rents  and  charges)  and  the 

11  amount  of  funds  to  be  provided  to  the  project  from  the 

12  other  sources  of  income  of  the  public  housing  agency 
IS  (such  as  operating  subsidy  under  section  9,  interest 

14  income,  administrative  fees,  and  rents). 

15  "(3)  Calculation  op  total  incomb. — 

16  ''(A)    Subject    to    subparagraph    (B),    the 

17  amount  of  funds  provided  by  a  public  housing 

18  agency  to  a  public  housing  project  managed  by  a 

19  resident  management  corporation  may  not  be  re- 

20  duced  during  the  3-year  period  beginning  on  the 

21  date  of  the  enactment  of  the  Housing  and  Com- 

22  munity  Development  Act  of  1987,  or  on  the  date 

23  of  the  initial  management  contract  for  the  project, 

24  whichever  is  later. 
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1  ''(B)  If  the  total  income  of  a  public  housing 

2  agency  (including  the  operating  subsidy  provided 

3  to  the  public  housing  agency  under  section  9)  is 

4  reduced  or  increased,  the  income  provided  by  the 

5  public  housing  agency  to  a  public  housing  project 

6  managed  by  a  resident  management  corporation 

7  shall  be  reduced  or  increased  in  proportion  to  the 

8  reduction  or  increase  in  the  total  income  of  the 

9  public  housing  agency,  except  that  any  reduction 

10  in  operating  subsidy  that  occurs  as  a  result  of 

11  fraud,  waste,  or  mismanagement  by  the  public 

12  housing  agency  shall  not  affect  the  funds  provided 

13  to  the  resident  management  corporation. 

14  "(4)  Retention  of  excess  revenues. — 

15  **(A)  Any  income  generated  by  a  resident 

16  management    corporation    of    a    public    housing 

17  project  (other  than  investment  income  or  rental 

18  income)  shall  be  excluded  in  subsequent  years  in 

19  calculating  (i)  the  operating  subsidies  provided  to 

20  the  public  housing  agency  under  section  9;  and  (ii) 

21  the  funds  provided  by  the  public  housing  agency 

22  to  the  resident  management  corporation. 

23  ''(B)  Any  revenues  retained  by  a  public  hous- 

24  ing  agency  or  resident  management  corporation 

25  under  subparagraph  (A)  shall  be  used  for  purposes 
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1  of  improving  the  maintenance  and  operation  of  the 

2  public  housing  project,  for  establishing  business 
S  enterprises  that  employ  residents  of  public  hous- 

4  ing,  or  for  acquiring  additional  dwelling  units  for 

5  lower  income  families. 

6  ''(f)  Resident  Manaoebibnt  Technical  Assist- 

7  ANCE  AND  TbAININO. — 

8  ''(1)   Financial   assistance.— To   the   extent 

9  budget  authority  is  available  for  section  14  or  20,  the 

10  Secretary  shall  provide  financial  assistance  to  up  to  16 

11  resident  management  corporations  or  resident  councils 

12  that  obtain,  by  contract  or  otherwise,  technical  assist- 
IS  ance  for  the  development  of  resident  management  enti- 

14  ties,  including  the  formation  of  such  entities,  the  devel- 

15  opment  of  the  management  capability  of  newly  formed 

16  or  existing  entities,  the  identification  of  the  social  sup- 

17  port  needs  of  residents  of  public  housing  projects,  and 

18  the  securing  of  such  support. 

19  "(2)  Limitation  on  Assistance. — The  finan- 

20  cial  assistance  provided  under  this  subsection  with  re- 

21  spect  to  any  public  housing  project  may  not  exceed 

22  $100,000. 

28  "(3)  Funding.— Of  the  amounts  available  for  fi- 

24  nancial  assistance  under  section  14  or  20  for  fiscal 
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1  year   1988,   the  Secretary  may  use  not  more  than 

2  $1,500,000  to  carry  out  this  subsection. 

3  ''(g)  Annual  Report. — The  Secretary  shall  submit 

4  annually  to  the  Congress  a  report  on  the  activities  carried  out 

5  under  this  section.  The  report  shall  include — 

6  ''(1)  an  evaluation  of  the  effect  of  resident  man- 

7  agement  on  rent  collections,  mamtenance,  tenant  em- 

8  plojnnent,  and  operating  costs; 

9  "(2)  a  sununary  of  any  waiver  of  regulatory  re- 

10  quirements  provided  under  subsection  (d);  and 

11  ''(3)  any  reconmiendatioi^s  of  the  Secretary  for 

12  waiver  of  regulatory  requirements  with  respect  to  all 

13  public  housing  agencies.". 

14  SEC.  222.  PUBLIC  HOUSING  HOMEOWNERSHIP  AND  MANAGE- 

15  MENT  OPPORTUNITIES. 

16  The  United  States  Housing  Act  of  1937  (as  amended  by 

17  section  221  of  this  Act)  is  further  amended  by  adding  at  the 

18  end  the  following  new  section: 

19  "public  housing  HOMEOWNERSHIP  AND  BiANAGEMENT 

20  OPPORTUNITIES 

21  "Sec.  22.  (a)  Homeownership  Opportunities  in 

22  General. — ^Lower  income  families  residing  in  a  public  hous- 

23  ing  project  may  be  provided  with  the  opportunity  to  purchase 

24  the  dwelling  units  in  the  project  through  a  qualifying  resident 

25  management  corporation,  subject  to  the  provisions  of  the 

26  annual  contributions  contract,  as  follows: 
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1  "(1)  Formation  of  bbsidbnt  BfANAOBBfSNT 

2  OOBPOBATION. — As   a   condition   for  public   housing 

5  homeownership— 

4  ''(A)  the  adult  residents  of  a  public  housing 

6  project  shall  have  formed  a  resident  management 

6  corporation  in  accordance  with  regulations  and  re- 

7  quirements  of  the  Secretary  prescribed  under  this 

8  section  and  section  21; 

9  "(B)  the  resident  management  corporation 

10  shall  have  entered  into  a  contract  with  the  public 

11  housing  agency  establishing  the  respective  man- 

12  agement  rights  and  responsibilities  of  the  resident 

15  management  corporation  and  the  public  housing 
14  agency;  and 

16  "(C)  the  resident  management  corporation 

16  shall  have  demonstrated  its  ability  to  manage 

17  public  housing  effectively  and  efficiently  for  a 

18  period  of  not  less  than  S  years. 

19  "(2)  HOBIBOWNBBSHIP  A88I8TAN0B. — 

20  "(A)  The  Secretary  may  provide  comprehen- 

21  sive  improvement  assistance  under  section  14  or 

22  20  to  a  public  housing  project  in  which  homeown- 
28  ership  activities  under  this  section  are  conducted. 
24  "(B)  The  Secretary,  and  the  public  housing 
26  agency  owning  and  operating  a  public  housing 
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1  project,  shall  provide  such  traming,  technical  as- 

2  sistance,  and  educational  assistance  as  the  Secre- 

3  tary  determines  to  be  necessary  to  prepare  the 

4  families  residing  in  the  project,  and  any  resident 

5  management  corporation  established  under  para- 

6  graph  (1),  the  homeownership. 

7  "(3)  Conditions  op  pubchase  by  a  besidbnt 

8  management  cobpobation.— 

9  ''(A)    A    resident   management    corporation 

10  may  purchase  from  a  public  housing  agency  one 

11  or  more  buildings  in  a  public  housing  project  fol- 

12  lowing  a  determination  by  the  Secretary  that — 

13  ''(i)  the  resident  management  corpora- 

14  tion  has  met  the  conditions  of  paragraph  (1); 

15  ''(ii)  the  resident  management  corpora- 

16  tion  has  applied  for  and  is  prepared  to  under- 

17  take  the  ownership,  management,  and  main- 

18  tenance  of  the  building  or  buildings  with  con- 

19  tinned  assistance  from  the  Secretary; 

20  ''(iii)  the  public  housing  agency  has  held 

21  one  or  more  public  hearings  to  obtain  the 

22  views  of  citizens  regarding  the  proposed  pur- 

23  chase  and,  in  consultation  with  the  Secre- 

24  tary,  has  certified  that  the  purchase  will  not 

25  interfere  with  the  rights  of  other  families  re- 
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1  siding  in  public  housing,  wiU  not  harm  the 

2  efficient  operation  of  other  public  housing, 

3  and  is  in  the  interest  of  the  community; 

4  ''(iv)  the  building  or  buildings  meet  the 
6  minimum  safety  and  livability  standards  ap- 

6  plicable  under  section   14  or  20,  and  the 

7  physical  condition,  management,  and  oper- 

8  ation  of  the  building  or  buildings  are  suffi- 

9  oient   to   permit   and   encourage   affordable 

10  homeownership  by  the  families  residing  in 

11  the  project. 

12  "(B)  The  price  of  a  building  purchased  under 

13  the  preceding  sentence  shall  be  approved  by  the 

14  Secretary,  in  consultation  with  the  public  housing 
16  agency    and    resident   management    corporation, 

16  taking  into  account  the  fair  market  value  of  the 

17  property,  the  ability  of  resident  families  to  afford 

18  and  maintain  the  property,  and  such  other  factors 

19  as  the  Secretary  determines  to  be  consistent  with 

20  increasing  the  supply  of  dwelUng  units  affordable 

21  to  very  low  income  families. 

22  "(4)  Conditions  of  bbsalb. — 

23  "(A)   A   resident   management   corporation 

24  may  sell  a  dwellmg  unit  or  ownership  rights  in  a 
26  dwelling  unit  only  to  a  lower  income  family  resid- 
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1  ing  in  public  housing  and  if  the  purchase  will  not 

2  interfere  with  the  rights  of  other  families  residing 

3  in  the  housing  project  or  harm  the  efficient  oper- 

4  ation  of  the  project,  and  the  family  will  be  able  to 

5  purchase  and  maintain  the  property. 

6  "(B)  A  purchase  under  the  previous  sentence 

7  may  be  made  under  any  of  the  following  arrange- 

8  ments: 

9  ''(i)      Limited      dividend      cooperative 

10  ownership. 

11  ''(ii)  Condominium  ownership. 

12  "(iii)  Pee  simple  ownership. 

13  ''(iv)  Shared  appreciation  with  a  public 

14  housing   agency   providing   financing   under 

15  paragraph  (6). 

16  ''(v)  Any  other  arrangement  determined 

17  by  the  Secretary  to  be  appropriate. 

18  "(C)  Property  purchased  under  this  section 

19  shall  be  resold  only  to  the  resident  management 

20  corporation  or  to  a  lower  income  family  residing 

21  in  or  eligible  to  reside  in  lower  income  housing  or 

22  to  the  public  housing  authority. 

23  "(D)  In  no  case  may  the  owner  receive  con- 

24  sideration  for  his  or  her  interest  in  the  property 

25  that  exceeds  the  total  of — 
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1  "(i)  the  contribution  to  equity  paid  by 

2  the  owner; 

5  "(ii)  the  value,  as  determined  by  such 
4  means    as    the    Secretary    shall    determine 

6  through  regulation,  of  any  improvements  in- 

6  stalled  at  the  expense  of  the  owner  during 

7  the  owner's  tenure  as  owner;  and 

8  "(iii)  the  appreciated  value  determined 

9  by  an  inflation  allowance  at  a  rate  which 

10  may  be  based  on  a  cost  of  living  index,  an 

11  income  index,  or  market  index  as  determined 

12  by   the   Secretary   through   regulation   and 
IS  agreed  to  by  the  purchaser  and  the  resident 

14  management  corporation  or  the  public  hous- 

15  ing  agency,  whichever  is  appropriate,  at  the 

16  time  of  initial  sale,  and  applied  against  the 

17  contribution  to  equity.  The  resident  manage- 

18  ment    corporation    or    the    public    housing 

19  agency  may,  at  the  time  of  initial  sale,  enter 

20  into  an  agreement  with  the  owner  to  set  a 

21  maximum   amount   which   this   appreciation 

22  may  not  exceed. 

28  ''(E)  Upon  sale,  the  resident  management 

24  corporation  or  the  public  housing  agency,  which- 

25  ever  is  appropriate,  shall  ensure  that  subsequent 


•■4  1 


Digitized  by  VjOOQ IC 


86 

76 

1  owners  are  bound  by  the  same  limitations  on 

2  resale     and     further     restrictions     on     equity 

3  appreciation. 

4  ''(5)  Use  of  pbogeeds. — Proceeds  from  the  sale 

5  of  a  building  or  buildings  under  paragraph  (3)  and 

6  amounts  recaptured  under  paragraph  (4)  shall  be  paid 

7  to  the  public  housing  agency  and  shall  be  retained  and 

8  used  by  the  public  housing  agency  only  to  rehabilitate 

9  or  increase  the  number  of  public  housing  units  avaQ- 

10  able  for  occupancy.  The  resident  management  corpora- 

11  tion  shall  keep  and  make  available  to  the  public  hous- 

12  ing  agency  and  the  Secretary  all  records  necessary  to 

13  calculate  accurately  payments  due  the  local  housing 

14  agency  under  this  section.  The  Secretary  shall  not 

15  reduce  or  delay  payments  under  other  provisions  of  law 

16  as  a  result  of  amounts  made  available  to  the  local 

17  housing  agency  under  this  section. 

18  "(6)  Financing. — Where  financing  for  the  pur- 

19  chase  of  the  property  is  not  otherwise  available  for 

20  purposes  of  assisting  any  purchase  by  a  family  or  resi- 

21  dent  management  corporation  under  this  section,  the 

22  public  housing  agency  involved  may  make  a  loan  on 

23  the  security  of  the  property  involved  to  the  family  or 

24  resident  management  corporation. 
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1  "(7)  Annual  oontbibutions. — Notwithstanding 

2  the  purchase  of  a  building  in  a  public  housing  project 

5  under  this  section,  the  Secretary  shall  continue  to  pay 
4  annual  contributions  with  respect  to  the  project.  Such 

6  contributions  may  not  exceed  the  maximum  oontribu- 

6  tions  authorized  in  section  6(a). 

7  "(8)  Opbbatino  8UB8IDIB8. — Operating  subsi- 

8  dies  shall  not  be  available  with  respect  to  a  building 

9  after  the  date  of  its  sale  by  the  public  housing  agency. 

10  "(b)  Pbotbotion  op  Nonpubohasino  Familibs. — 

11  "(1)  Eviction  pbohibition.— No  family  residing 

12  in  a  dwelling  unit  in  a  public  housing  project  may  be 

15  evicted  by  reason  of  the  sale  of  the  project  to  a  resi- 
14  dent  management  corporation  under  this  section. 

16  "(2)    Tbnants    bights. — Families    renting    a 

16  dwelling  unit  in  a  building  purchased  by  a  resident 

17  management  corporation  shall  have  all  rights  provided 

18  to  tenants  of  public  housing  under  this  Act. 

19  "(S)  Rbntal  A88I8TAN0B.— If  any  family  resides 

20  in  a  dwelling  unit  in  a  building  purchased  by  a  resident 

21  management  corporation,  and  the  family  decides  not  to 

22  purchase  the  dwelling  unit,  the  Secretary  may  offer  to 
28  provide  to  the  family  a  certificate  under  section  8(bKl) 
24  as  determined  by  the  Secretary  to  be  appropriate  to 
26  permit  the  family  to  continue  to  reside  in  the  dwellmg 
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1  unit.  The  Secretary  may  adjust  the  fair  market  rent  for 

2  such  certificate  to  take  into  account  conditions  under 

3  which  the  building  was  purchased. 

4  "(4)  Rental  and  belocation  assistance. — If 

5  any  family  resides  in  a  dwelling  unit  in  a  public  hous- 

6  ing  project  in  which  other  dwelUng  units  are  purchased 

7  under  this  section,  and  the  family  decides  not  to  pur- 

8  chase  the  dwelling  unit,  the  Secretary  shall  offer  (to  be 

9  selected  by  the  family,  at  its  option) — 

10  ''(A)  to  assist  the  family  in  relocating  to  a 

11  dwelling  unit  comparable,  appropriate  sized  in  an- 

12  other  public  housing  project; 

13  ''(B)  to  provide  to  the  family  the  financial  as- 

14  sistance  necessary  to  permit  the  family  to  stay  in 

15  the  project  or  to  move  to  another  comparable 

16  dwelling  imit  and  to  pay  no  more  for  rent  than 

17  required  under  section  3(a);  and 

18  ''(C)  any  nonpurchasing  family  that  decides 

19  to  move  shall  be  reimbursed  for  their  cost  of 

20  relocation. 

21  "(d)  Financial  Assistance  fob  Public  Housing 

22  Agencies. — The  Secretary  shall  provide  to  public  housing 

23  agencies  such  financial  assistance  as  is  necessary  to  permit 

24  such  agencies  to  carry  out  the  provisions  of  this  section. 
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1  ''(e)  Additional  HoBfBOWNBBSHip  and  Manaob- 

2  BfBNT  Oppobtunitibs. — This  section  shall  not  apply  to  the 

5  turnkey  m,  the  mutual  help,  or  any  other  homeownership 
4  program  established  under  section  6(h)  or  section  6(cK4)(D) 

6  and  in  existence  before  the  date  of  the  enactment  of  the 

6  Housing  and  Conmiunity  Development  Act  of  1987. 

7  "(f)  Rboulations.— The  Secretary  shall  issue  such 

8  regulations  as  may  be  necessary  to  carry  out  the  provisions  of 

9  this  section.  Such  regulations  may  establish  any  additional 

10  terms  and  conditions  for  homeownership  or  resident  manage- 

11  ment  under  this  section  that  are  determined  by  the  Secretary 

12  to  be  appropriate. 

15  "(g)  Annual  Rbpobt. — The  Secretary  shall  annually 
14  submit  to  the  Congress  a  report  setting  forth — 

16  "(1)  the  number,  type,  and  cost  of  units  sold; 

16  "(2)  the  income,  race,  gender,  children,  and  other 

17  characteristics  of  families  purchasing  or  moving  and 

18  not  purchasing; 

19  "(S)  the  amount  and  type  of  financial  assistance 

20  provided; 

21  "(4)  the  need  for  subsidy  to  ensure  continued  af- 

22  fordability  and  meet  future  maintenance  and  repair 
28  costs;  and 

24  "(5)  the  reconunendations  for  statutory  and  regu- 

26  latory  improvements  to  the  program. 
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1  "(h)  Limitation. — Any  authority  of  the  Secretary 

2  under  this  section  to  provide  financial  assistance,  or  to  enter 

3  into  contracts  to  provide  financial  assistance,  shall  be  effec- 

4  tive  only  to  such  extent  or  in  such  amounts  as  are  or  have 

5  been  provided  in  advance  in  appropriation  Act/'. 

6  PART  3— SECTION  8  ASSISTANCE  AND  OTHER 

7  PROGRAMS 

8  SEC.  231.  SECTION  8  CONTRACTS  FOR  EXISTING  DWELLING 

9  UNITS. 

10  (a)  Term  of  Annual  Contributions  Contract. — 

11  Section  8(b)(1)  of  the  United  States  Housing  Act  of  1937  is 

12  amended  by  inserting  after  the  first  sentence  the  following 

13  new  sentence:  'The  Secretary  shall  enter  into  a  separate 

14  annual    contributions    contract   with   each   public   housing 

15  agency  to  obligate  the  authority  approved  each  year,  begin- 

16  ning  with  the  authority  approved  in  appropriations  Acts  for 

17  fiscal  year  1986  (other  than  amendment  authority  to  increase 

18  assistance  payments  being  made  using  authority  approved 

19  prior  to  the  appropriations  Acts  for  fiscal  year  1986),  and 

20  such  annual  contributions  contract  shall  bind  the  Secretary  to 

21  make  such  authority,  and  any  amendments  increasing  such 

22  authority,  available  to  the  public  housing  agency  for  an  ag- 

23  gregate  period  of  180  months.''. 
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1  (b)  Additional  BBQUiBBBfBNTS. — Section  8(b)  of  the 

2  United  States  Housing  Act  of  1987  is  amended  by  adding  at 

5  the  end  the  following  new  paragraphs: 

4  "(2)  Each  annual  contributions  contract  entered  into 

6  under  this  subsection  and  subsection  (o)  shall  provide  for  a 

6  specific  number  of  certificates  or  vouchers  and  full  funding  of 

7  such  number.  The  Secretary  shall  provide  amendments  of 

8  such  annual  contributions  contract  to  ensure  full  funding  of 

9  such  number,  and  may  not  require  as  a  prerequisite  of  such 

10  amendments  that  the  public  housing  agency  shall  have  en- 

1 1  tered  into  a  contract  with  a  building  owner. 

12  "(SKA)  Not  less  than  6  months  prior  to  terminating  any 

15  contract  under  which  assistance  payments  are  received  under 
14  this  subsection,  an  owner  of  ezisiting  dwelling  units  shall 

16  notify  the  Secretary  of  the  planned  termination,  specify  the 

16  reason  for  the  termination,  and  describe  the  probable  impact 

17  on  the  displacement  of  tenants. 

18  "(B)  Following  notification  under  subparagraph  (A),  the 

19  Secretary  shall  take  such  actions  as  are  within  the  authority 

20  of  the  Secretary  to  encourage  the  owner  involved  to  remain 

21  in  the  program  of  assistance  under  this  subsection.''. 

22  SBC.  282.  PUBLIC  HOUSING  AGBNCY  FEBS  FOR  SBCTION  8 

25  PROGRAM. 

24  (a)  In  Gbnbbal. — Section  8(b)  of  the  United  States 

26  Housing  Act  of  19S7  (as  amended  by  section  2S1  of  this  Act) 
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1  is  further  amended  by  adding  at  the  end  the  following  new 

2  paragraph: 

3  ''(5)  The  method  of  calculation,  the  preliminary  fee,  and 

4  the  percentage  established  for  administrative  fees  paid  to  a 

5  public  housing  agency  administering  a  contract  under  this 

6  subsection  shall  be  the  method  of  calculation,  the  preliminary 

7  fee,  and  the  percentage  established  by  the  Secretary  before 

8  January  1,  1985,  and  in  effect  on  such  date.". 

9  (b)  Applicability. — The  amendment  made  by  this 

10  subsection  shall  be  applicable  to  administrative  fees  payable 

11  with  respect  to  the  administrative  activities  of  a  public  hous- 

12  ing  agency  after  the  date  of  the  enactment  of  this  Act. 

13  SEC.  233.  SECTION  8  FAIR  MARKET  RENTALS. 

14  Section  8(c)(1)  of  the  United  States  Housing  Act  of 

15  1937  is  amended  by  inserting  before  the  last  sentence  the 

16  following  new  sentence:  ''Each  fair  market  rental  in  effect 

17  under  this  subsection  shall  be  adjusted  to  be  effective  on  Oc- 

18  tober  1  of  each  year  to  reflect  changes,  based  on  the  most 

19  recent  available  data  trended  so  the  rentals  will  be  current 

20  for  the  year  to  which  they  apply,  of  rents  for  existing  or 

21  newly  constructed  rental  dwelling  units,  as  the  case  may  be, 

22  of  various  sizes  and  types  in  the  market  area  suitable  for 

23  occupancy  by  persons  assisted  under  this  section.''. 
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1  SEC.  234.  VOUCHER  DEMONSTRATION  PROGRAM. 

2  (a)    Use    op    Vouchers    in    Connection    With 
8  Rental  Rehabilitation. — The  first  sentence  of  section 

4  8(o)(3)   of  the   United   States   Housing   Act   of   1937   is 

5  amended — 

6  (1)  by  striking  "or"  before  "(C)";  and 

7  (2)  by  inserting  before  the  period  at  the  end  the 

8  following:  *\  or  (D)  a  family  residing  in  a  project  being 

9  rehabilitated  under  section  17  that  is  determined  to  be 

10  a  lower  income  family  at  the  time  it  initially  receives 

11  assistance  and  whose  rent  after  rehabilitation  would 

12  exceed  80  percent  of  the  monthly  adjusted  income  of 
18  the  family''. 

14  (b)  Adjustments  of  Assistance  Payments. — The 

15  first  sentence  of  section  8(o)(7)(A)  is  amended  to  read  as  fol- 

16  lows:  "The  public  housing  agency  shall  adjust  the  amount  of 

17  the  payment  standard  and  the  amount  of  assistance  payments 

18  under  this  subsection  not  less  than  once  every  12  months  to 

19  ensure  continued  affordability.''. 

20  (c)  Use  op  Vouchees  in  Connection  With  Coop- 

21  beative  and  Mutual  Housing.— Section  8(o)(8)  of  the 

22  United  States  Housing  Act  of  1987  is  amended  by  striking 
28  the  following:  ''not  to  exceed  5  per  centum  of  the  amount 
24  of. 

26  (d)  Opebation  op  Pbogbam. — Section  8(o)  of  the 

26  United  States  Housing  Act  of  1987  is  amended — 
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1  (1)  in  the  first  sentence  of  paragraph  (1),  by  strik- 

2  ing  ''In''  and  all  that  follows  through  *\  the"  and  in- 

3  serting  "The"; 

4  (2)  by  striking  paragraph  (4); 

5  (3)  by  redesignating  paragraphs  (5)  through  (8)  as 

6  paragraphs  (4)  through  (7),  respectively;  and 

7  (4)  in  paragraph  (5),  as  so  redesignated  by  this 

8  subsection,  by  striking  ''an  initial"  and  inserting  "a". 

9  (e)  Adbonistbative  Expenses. — Section  8(o)  of  the 

10  United  States  Housing  Act  of  1937  (as  amended  by  subsec- 

11  tion  (d)  of  this  section)  is  further  amended  by  adding  at  the 

12  end  the  following  new  paragraph: 

13  "(8)  The  assistance  under  this  subsection  that  is  re- 

14  tained  by  public  housing  agencies  for  administrative  expenses 

15  shall  be  equal  to  the  assistance  under  section  8(b)  that  is 

16  retained  by  such  agencies  for  such  expenses.". 

17  SEC.  235.  PORTABILITY  OF  SECTION  8  CERTIFICATES  AND 

18  VOUCHERS. 

19  Section  8  of  the  United  States  Housing  Act  of  1937  is 

20  amended  by  adding  at  the  end  the  following  new  subsection: 

21  "(qKl)  Any  family  assisted  under  subsection  (b)  or  (o) 

22  may  continue  to  receive  such  assistance  when  such  family 

23  moves  to  another  eligible  dwelling  unit — 
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1  "(A)  if  such  dwelling  unit  is  within  the  same  met- 

2  ropolitan  statistical  area  as  the  dwellmg  unit  from 

5  which  the  family  moves;  and 

4  ''(B)  notwithstanding  that  such  dwelling  unit  is 

6  not  within  the  area  of  jurisdiction  of  the  public  housing 

6  agency  having  jurisdiction  in  the  area  of  the  dwelling 

7  unit  from  which  the  family  moves. 

8  ''(2)  The  public  housing  agency  having  authority  with 

9  respect  to  the  dwelling  unit  to  which  a  family  moves  under 

10  this  subsection  shall  have  the  responsibility  of  carrying  out 

11  the  provisions  of  this  subsection  with  respect  to  such  family. 

12  If  no  public  housing  agency  has  authority  with  respect  to  the 
18  dwellmg  unit  to  which  a  family  moves  under  this  subsection, 
14  the  public  housing  agency  having  authority  with  respect  to 
16  the  dwelling  unit  from  which  the  family  moves  shall  have 

16  such  responsibility. 

17  "(8)  In  providing  assistance  under  subsection  (b)  or  (o) 

18  for  any  fiscal  year,  the  Secretary  shall  give  consideration  to 

19  any  reduction  in  the  number  of  resident  families  incurred  by  a 

20  public  housing  agency  in  the  preceding  fiscal  year  as  a  result 

21  of  the  provisions  of  this  subsection. 

22  ''(4)  The  provisions  of  this  subsection  may  not  be  con- 
28  strued  to  restrict  any  authority  of  the  Secretary  under  any 
24  other  provision  of  law  to  provide  for  the  portability  of  assist- 
26  ance  under  this  section.'". 

•■4  1 
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1  SEC.  236.  PROHIBITION  OF  DENIAL  OF  SECTION  8  CERTIFI- 

2  CATES    AND    VOUCHERS    TO    RESIDENTS    OF 

3  PUBLIC  HOUSING. 

4  Section  8  of  the  United  States  Housing  Act  of  1937  (as 

5  amended  by  section  235  of  this  Act)  is  further  amended  by 

6  adding  at  the  end  the  following  new  subsection: 

7  ''(r)  In  selecting  families  for  the  provision  of  assistance 

8  under  this  section  (including  subsection  (o)),  a  public  housing 

9  agency  may  not  exclude  or  penalize  a  family  solely  because 

10  the  family  resides  in  a  public  housing  project.". 

11  SEC.   237.   TERM   OF   SECTION   8   LOAN   MANAGEMENT  CON- 

12  TRACTS. 

13  Section  8  of  the  United  States  Housing  Act  of  1937  (as 

14  amended  by  section  236  of  this  Act)  is  further  amended  by 

15  adding  at  the  end  the  following  new  subsection: 

16  **(s)  Each  annual  contract  entered  into  by  the  Secretary 

17  under  this  section  for  loan  management  assistance  shall  be 

18  for  a  term  of  180  months.". 

19  SEC.    238.    RENTAL    REHABILITATION    AND    DEVELOPMENT 

20  GRANTS. 

21  (a)  Authorization  of  Appbopbiations. — Section 

22  17(a)(3)  of  the  United  States  Housing  Act  of  1937  is  amend- 

23  ed  to  read  as  follows: 

24  "(3)  AUTHORIZATION. — There  are  authorized  to  be  ap- 

25  propriated  to  carry  out  this  section — 
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1  ''(A)   for  rental   rehabilitation,   $75,000,000  for 

2  fiscal  year  1988;  and 

3  "(B)  for  development  grants,  $150,000,000  for 

4  fiscal  year  1988/'. 

5  (b)  Rental  Rehabilitation  Eligible   Pbopeb- 

6  TY. — Section  17(a)(1)(A)  of  the  United  States  Housing  Act  of 

7  1937  is  amended  by  inserting  after  ''property''  the  following: 

8  '',  or  of  real  property  that  will  be  privately  owned  upon  the 

9  completion  of  rehabilitation,". 

10  (c)    Rental    Development   Pboobam    Requibe- 

11  MENT8.— Section  17(d)(4)  of  the  United  States  Housing  Act 

12  of  1987  is  amended — 

IS  (1)  in  subparagraph  (G) — 

14  (A)  by  striking  "24  months"  and  inserting 

15  "36  months"; 

16  (B)  by  striking  the  following  "(86  months 

17  after  notice  in  the  case  of  projects  for  which  fund- 

18  ing  notices  were  issued  prior  to  July  28,  1985)"; 

19  and 

20  (C)  by  striking  "and"  at  the  end; 

21  (2)  by  striking  the  period  at  the  end  of  subpara- 

22  graph  (H)  and  inserting  ";  and";  and 

28  (3)  by  adding  at  the  end  the  following  new  sub- 

24  paragraph: 
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1  ''(I)  the  owner  of  each  assisted  structure  agrees  to 

2  comply  with  the  provisions  of  paragraph  (8)  until  the 

3  20-year  period  specified  in  paragraph  (7)  has  ended.". 

4  (d)  Applicability. — The  amendment  made  by  subsec- 

5  tion  (c)(1)  shall  be  applicable  to  all  grantees,  including  grant- 

6  ees  receiving  notice  of  project  selection  before  the  date  of  the 

7  enactment  of  this  Act. 

8  Subtitle  B — Multifamily  Housing 

9  Management  and  Preservation 

10  SEC.  241.  PREPAYMENT  OF  MORTGAGES. 

11  (a)  Determination  op  Housing  Need. — Section 

12  250(a)(1)  of  the  National  Housing  Act  is  amended  by  striking 

13  "or"  and  all  that  follows  through  ''needs"  the  last  place  it 

14  appears. 

15  (b)  Right  op  First  Refusal. — Section  250  of  the 

16  National  Housing  Act  is  amended — 

17  (1)  by  redesignating  subsection  (d)  as  subsection 

18  (e);  and 

19  (2)  by  adding  after  subsection  (c)  the  following 

20  new  subsection: 

21  ''(d)  Any  owner  of  a  multifamily  rental  housing  project 

22  referred  to  in  subsection  (b)  who  plans  to  prepay  the  mort- 

23  gage  covering  the  assisted  project  shall — 

24  "(1)  notify  the  Secretary  of  such  plan;  and 
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1  ''(2)  provide  a  right  of  first  refusal  on  the  sale  of 

2  the  project  at  fair  market  value  to  a  State  or  local  gov- 

3  emmental  entity,  or  nonprofit  organization,  that  agrees 

4  to  restrict  the  occupancy  of  the  project  for  the  remain- 

5  ing  life  of  the  project  to  families  with  incomes  that  do 

6  not  exceed  80  percent  of  the  area  median  income/'. 

7  SEC.  242.  MANAGEMENT  AND  PRESERVATION  OF  HUD-OWNED 

8  MULTIFAMILY  HOUSING  PROJECTS. 

9  (a)  Goals. — Section  20S(a)  of  the  Housing  and  Com- 

10  munity  Development  Amendments  of  1978  is  amended  by 

11  striking  ''(a)"  and  all  that  follows  through  the  semicolon  at 

12  the  end  of  paragraph  (1)  and  inserting  the  following: 

13  ''(a)  The  Secretary  of  Housing  and  Urban  Development 

14  (in  this  section  referred  to  as  the  'Secretary')  shall  manage 

15  and  dispose  of  multifamily  housing  projects  that  are  owned  by 

16  the  Secretary,  or  whose  mortgages  are  held  by  (or  assigned 

17  to)  the  Secretary  and  are  delinquent,  become  subject  to  a 

18  workout  agreement  (excluding  projects  assigned  under  sec- 

19  tion  221(g)  of  the  National  Housing  Act),  or  are  being  fore- 

20  closed  upon  by  the  Secretary,  in  a  manner  that  is  consistent 

21  with  the  National  Housing  Act  and  this  section  and  that  will, 

22  in  the  least  costly  fashion  among  the  reasonable  alternatives 
28  available,  further  the  goals  of — 

24  ''(1)  preserving  so  that  they  are  available  to  and 

25  affordable  by  low-  and  moderate-income  persons — 
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1  ''(A)  all  units  in  multifamily  housing  projects 

2  that  are  formerly  subsidized  projects; 

3  "(B)  in  multifamily  housing  projects  owned 

4  by  the  Secretary,  at  least  the  units  that  are  occu- 

5  pied  by  low-   and  moderate-income   persons   or 

6  vacant;  and 

7  ''(C)     in     all     other     multifamily     housing 

8  projects,  at  least  the  units  that  are,  on  the  date  of 

9  assignment,    occupied    by    low-    and    moderate- 

10  income  persons;". 

11  (b)  Management  Services. — Section  203(b)(2)  of  the 

12  Housing  and  Community  Development  Amendments  of  1978 

13  is  amended — 

14  (1)  by  inserting  "(A)"  after  the  paragraph  desig- 

15  nation; 

16  (2)  by  redesignating  clauses  (A)  through  (D)  as 

17  clauses  (i)  through  (iv),  respectively; 

18  (3)  by  striking  '*,  owned  by  the  Secretary"  and  in- 

19  serting  the  following:  "subject  to  subsection'  (a)  that  is 

20  owned  by  the  Secretary  (or  for  which  the  Secretary  is 

21  mortgagee  in  possession)"; 

22  (4)  by  striking  the  period  at  the  end  and  inserting 

23  ";  and";  and 

24  (5)  by  adding  at  the  end  the  following  new  sub- 

25  paragraph: 
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1  ''(B)  to  require  the  owner  of  a  multifamily  housing 

2  project  subject  to  subsection  (a)  that  is  not  owned  by 
S  the  Secretary  (and  for  which  the  Secretary  is  not  mort- 

4  gagee  in  possession),  to  contract  for  management  serv- 

5  ices  for  the  project  in  the  manner  described  in  subpar- 

6  graph  (A).". 

7  (c)  Maintaining  op  Pbojbots.— Section  203(c)  of  the 

8  Housing  and  Oonmiunity  Development  Amendments  of  1978 

9  is  amended  to  read  as  follows: 

10  ''(c)(1)  In  the  case  of  multifamily  housing  projects  sub- 

11  ject  to  subsection  (a)  that  are  owned  by  the  Secretary  (or  for 

12  which  the  Secretary  is  mortgagee  in  possession),  the  Secre- 
18  tary  shall— 

14  ''(A)  to  the  greatest  extent  possible,  maintain  all 

16  such  occupied  projects  in  a  decent,  safe,  and  sanitary 

16  condition; 

17  ''(B)  to  the  greatest  extent  possible,  maintain  full 

18  occupancy  in  all  such  projects;  and 

19  "(C)  maintain  all  such  projects  for  purposes  of 

20  providing  rental  or  cooperative  housing  for  the  longest 

21  feasible  period. 

22  "(2)  In  the  case  of  any  multifamily  housing  project  sub- 
28  ject  to  subsection  (a)  that  is  not  owned  by  the  Secretary  (and 
24  for  which  the  Secretary  is  not  mortgagee  m  possession),  the 
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1  Secretary  shall  require  the  owner  of  the  project  to  carry  out 

2  the  reqmrements  of  paragraph  (1).". 

3  (d)   Financial   Assistance. — Section   203   of  the 

4  Housing  and  Community  Development  Amendments  of  1978 

5  is  amended — 

6  (1)  by  redesignating  subsections  (d)  through  (g)  as 

7  subsections  (e)  through  (h),  respectively;  and 

8  (2)  by  inserting  after  subsection  (c)  the  following 

9  new  subsection: 

10  ''(d)  In  carrying  out  the  goals  specified  in  subsection 

11  (a)(1)  the  Secretary  shall  take  not  less  than  one  of  the  follow- 

12  ing  actions: 

13  "(1)  Enter  into  contracts  under  section  8  of  the 

14  United  States  Housing  Act  of  1937,  to  the  extent 

15  budget  authority  is  available  for  such  section  8,  with 

16  owners  of  multifamily  housing  projects  that  are  ao- 

17  quired  at  foreclosure  or  after  sale  by  the  Secretary. 

18  Such  contracts  shall  provide  assistance  to  the  project 

19  involved  for  a  period  of  not  less  than  15  years.  Such 

20  contracts  shall  be  sufficient  to  assist  all  units  in  subsi- 

21  dized  or  formerly  subsidized  projects,  and  all  units  in 

22  other  projects  that  are  occupied  by  lower  income  fami- 

23  lies  eligible  for  assistance  under  such  section  8  at  the 

24  time  of  foreclosure  or  sale,  as  the  case  may  be,  and  all 

25  units  that  are  vacant  at  such  time  (which  units  shall  be 
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1  made  available  for  such  families  at  soon  as  possible). 

2  In  order  to  make  avaUable  to  families  any  units  in  sub- 

3  sidized  or  formerly  subsidized  projects  that  are  ocou- 

4  pied  by  persons  not  eligible  for  assistance  under  such 

5  section  8,  but  that  subsequently  become  vacant,  the 

6  contract  shall  also  provide  that  when  any  such  vacancy 

7  occurs  the  owner  involved  shall  lease  the  available  unit 

8  to  a  family  eligible  for  assistance  under  such  section  8. 

9  The  Secretary  shall  provide  such  contracts  at  contract 

10  rents  that,  consistent  with  subsection  (a),  provide  for 

11  the  rehabilitation  of  such  project  and  do  not  exceed  the 

12  most  recently  adjusted  fair  market  rents  for  substantial- 
18  ly  rehabilitated  units  published  by  the  Secretary  in  the 

14  Federal  Register. 

15  ''(2)  In  accordance  with  the  authority  provided 

16  under  the  National  Housing  Act,  provide  purchase- 

17  money  mortgages,  reduce  the  selling  price,  or  provide 

18  other  financial  assistance  to  the  owners  of  multifamily 

19  housing  projects  that  are  acquired  at  foreclosure,  or 

20  after  sale  by  the  Secretary,  on  terms  that  will  ensure 

21  that,  for  a  period  of  not  less  than  15  years  (A)  the 

22  project  will  remain  available  to  and  affordable  by  low- 
28  and  moderate-income  persons;  and  (B)  such  persons 
24  shall  pay  not  more  than  the  amount  payable  as  rent 
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1  under  section  3(a)  of  the  United  States  Housing  Act  of 

2  1937.". 

3  (e)  Displacement  Protection. — Section  203(eKl) 

4  of  the  Housing  and  Conununity  Development  Amendments  of 

5  1978,  as  so  redesignated  in  this  section,  is  amended — 

6  (1)  by  striking  "owned  by  the  Secretary"  and  in- 

7  serting  the  following:  "subject  to  subsection  (a)  that  is 

8  owned  by  the  Secretary  (or  for  which  the  Secretary  is 

9  mortgagee  in  possession)";  and 

10  (2)  by  adding  at  the  end  the  following  new  sen- 

11  tence:  "In  the  case  of  a  multifamily  housing  project 

12  subject  to  subsection  (a)  that  is  not  owned  by  the  Sec- 

13  retary  (and  for  which  the  Secretary  is  not  mortgagee  in 

14  possession),  the  Secretary  shall  require  the  owner  of 

15  the   project   to   carry   out   the   requirements   of   this 

16  paragraph.". 

17  (f)  Limitations  on  Certain  Project,  Loan,  and 

18  Mortgage  Sales. — Section  203  of  the  Housing  and  Com- 

19  munity  Development  Amendments  of  1978  is  amended — 

20  (1)  by  redesignating  subsections  (g)  and  (h),  as  so 

21  redesignated  in  this  section,  as  subsections  (h)  and  (i); 

22  and 

23  (2)  by  inserting  before  such  subsection  (h)  the  fol- 

24  lowing  new  subsection: 


•■4  1 
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1  *^i0M  The  SeoeCirjr  wuj  not  apfrote  tibe  nle  of  loj 

2  loan  or  nortgiigr  beU  bj  die  SeereCaiy  OB  iiqr  farner^ 

3  atfsed  froieel  valeis  sach  nle  is  made  as  ptrt  of  a  tnuisae- 

4  tion  dial  w31  eBsnre  dial  sodi  profeet  wiD  eontiaBe  to  oper- 

5  ate  al  leasl  qatil  die  maimiij  dale  of  sodi  loan  or  mortgage 

6  m  a  mamier  dial  wiD  provide  reotal  hoQsiiig  oo  tarns  al  leasl 

7  as  adnmageoos  to  ezisliiif  aod  fuliire  teoaals  as  die  tarns 

8  required  bjr  the  program  under  wliidi  die  loan  or  mortgage 

9  was  made  or  insured  pricH'  to  die  issignmeni  of  die  loan  or 

10  mortgage  on  sodi  projeet  to  the  Secretary. 

11  ''(2)  The  Seeretary  may  not  i^prore  the  sale  of  any 

12  subsidized  project  that  is  subject  to  a  delinquent  mortgage 

13  hdd  by  the  Secretary  if  the  sale  transaction  involves  the  pro- 

14  vision  of  any  additional  subsidy  funds  by  the  Secretary  or  a 

15  recasting  of  the  mortgage,  unless  such  sale  is  made  as  part  of 

16  a  transaction  that  will  ensure  that  such  project  will  continue 

17  to  operate  at  least  until  the  maturity  date  of  the  loan  or  mort- 

18  gage  in  a  manner  that  will  provide  rental  housing  on  terms  at 

19  least  as  advantageous  to  existing  and  future  tenants  as  the 

20  terms  required  by  the  program  under  which  the  loan  or  mort- 

21  gage  was  made  or  insured  prior  to  the  proposed  sale  of  the 

22  project/'. 

28  (g)  Definitions. — Section  20S(h)  of  the  Housing  and 

24  Conununity  Development  Amendments  of  1978,  as  so  redes- 

25  ignated  in  this  section,  is  amended — 


Digitized  by  VjOOQ IC 


106 

96 

1  (1)  by  inserting  ''(1)"  after  the  subsection  designa- 

2  tion;  and 

3  (2)   by   adding   at   the   end   the   following  new 

4  paragraphs: 

5  "(2)  For  the  purpose  of  this  section,  the  term  'formerly 

6  subsidized  project'  means  a  multifamily  housing  project  re- 

7  ceiving  any  of  the  following  assistance  immediately  prior  to 

8  the  assignment  of  the  mortgage  on  such  project  to,  or  the 

9  acquisition  of  such  mortgage  by,  the  Secretary: 

10  "(A)  below  market  interest  rate  mortgage  insur- 

11  ance  under  the  proviso  of  section  221(d)(5)  of  the  Na- 

12  tional  Housing  Act; 

13  "(B)  interest  reduction  payments  made  in  connec- 

14  tion  with  mortgages  insured  under  section  236  of  the 

15  National  Housing  Act; 

16  "(C)  rent  supplement  payments  under  section  101 

17  of  the  Housing  and  Urban  Development  Act  of  1965; 

18  "(D)  direct  loans  at  below  market  interest  rates, 

19  made  under  section  202  of  the  Housing  Act  of  1959  or 

20  to  a  multifamily  housing  project  under  section  312  of 

21  the  Housing  Act  of  1964;  or 

22  "(E)   housing  assistance   payments   made   under 

23  section  23  of  the  United  States  Housing  Act  of  1937 

24  (as  in  effect  before  January  1,  1975)  or  section  8  of 

25  the  United  States  Housing  Act  of  1937  (other  than 
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1  subsection  (bKl)  of  such  section),  without  regard  to 

2  whether  such  payments  are  made  to  all  or  a  portion  of 
S  the  imits  in  the  project. 

4  ''(8)  For  the  purpose  of  this  section,  the  term  'subsidized 

5  project'  means  a  multifamily  housing  project  receiving  any  of 

6  the  assistance  described  in  paragraph  (2)/'. 

7  SEC.  243.  ACQUISITION  OF  INSURED  MULTIFAMILY  HOUSING 

8  PROJECTS. 

9  Section  207(k)  of  the  National  Housing  Act  is  amended 

10  by  inserting  after  the  second  sentence  the  following  new  sen- 

11  tence:  ''In  determining  the  amount  to  be  bid,  the  Secretary 

12  shall  act  consistently  with  the  goal  established  in  section 
18  208(aKl)  of  the  Housing  and  Community  Development 
14  Amendments  of  1978.''. 

16  SEC.  244.  TENANT  PARTICIPATION  IN  MULTIFAMILY  HOUSING 

16  PROJECTS. 

17  (a)  Applicabilitt. — Section  202(a)  of  the  Housing 

18  and   Community   Development   Amendments   of   1978   is 

19  amended  by  inserting  before  the  period  at  the  end  the  follow- 

20  ing:  "or  section  202  of  the  Housing  Act  of  1959''. 

21  (b)  Notice  and  CoiiBfBNT.— Section  202(bKl)  of  the 

22  Housing  and  Community  Development  Amendments  of  1978 
28  is  amended — 

24  (1)  by  striking  ''or''  the  third  place  it  appears; 
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1  (2)  by  inserting  after  "alterations/'  the  following: 

2  "transfer  of  physical  assets,  or  application  for  capital 

3  improvements  loan/';  and 

4  (3)  by  striking  "and  the  Secretary  deems  it  appro- 

5  priate"  and  inserting  the  following:  "or  where  the  Sec- 

6  retary  proposes  to  sell  a  mortgage  secured  by  a  multi- 

7  family  housing  project". 

8  (c)  NONDISCBIMINATION  AOAINST  SECTION  8  CbETIP- 

9  ICATE  HoLDEBS. — Scctiou  202(bK2)  of  the  Housing  and 

10  Community  Development  Amendments  of  1978  is  amended 

11  by  inserting  before  the  semicolon  at  the  end  the  following:  ", 

12  and  such  owners  may  not  refuse  to  lease  any  vacant  dwelling 

13  unit  in  the  project  that  rents  for  an  amount  not  greater  than 

14  the  fair  market  rent  for  a  comparable  unit,  as  determined  by 

15  the  Secretary  under  section  8  of  the  United  States  Housing 

16  Act  of  1937,  to  a  holder  of  a  certificate  of  eligibility  under 

17  such  section  solely  because  of  the  status  of  such  prospective 

18  tenant  as  a  holder  of  such  certificate". 

19  SEC.  245.  TROUBLED  MULTIFAMILY  HOUSING  PROJECTS. 

20  Section  201(d)(1)  of  the  Housing  and  Community  De- 

21  velopment  Amendments  of  1978  is  amended  by  inserting 

22  before  the  semicolon  at  the  end  the  following:  "and  to  apply 

23  for  sufficient  assistance  under  this  section,  section  8  of  the 

24  United  States  Housing  Act  of  1937,  or  any  other  appropriate 

25  housing  assistance  program  to  permit  the  owner  to  maintain 
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1  both  the  financial  soundness  and  the  low-  and  moderate- 

2  income  character  of  the  project  (and  for  which  the  Secretary 
S   shall  submit  to  the  Congress  a  request  for  sufficient  funds  for 

4  the  contract  period)''. 

5  SBC.   246.    FLEXIBLE   SUBSIDY   ASSISTANCE   FOR   CERTAIN 

6  HOUSING  PROJECTS  FOR  ELDERLY  OR  HANDI- 

7  CAPPED  FAMIUES. 

8  (a)  Purposes. — Section  201(a)  of  the  Housing  and 

9  Commimity  Development  Amendments  of  1978  is  amended 

10  by  inserting  "the  Housing  Act  of  1959/'  after  "1937,". 

11  (b)      Elioibilitt      FOB      Assistance. — Section 

12  201(c)(1)(A)  of  the  Housing  and  Community  Development 
IS   Amendments  of  1978  is  amended  by  inserting  before  the 

14  semicolon  at  the  end  the  following:  *\  or  received  a  loan 

15  under  section  202  of  the  Housing  Act  of  1959  before  Octo- 

16  ber  1,  1970". 

17  Subtitle  C— Multifamily  Housing 

18  Preservation  Loans 

19  SEC.  261.  PURPOSE. 

20  The  purpose  of  this  subtitle  is  to  provide  loans  to  the 

21  owners  of  certain  multifamily  housing  projects  assisted  by  the 

22  Secretary  of  Housing  and  Urban  Development  to  permit  such 

23  owners  to  make  capital  improvements  required  to  maintain 

24  such  projects  as  decent,  safe,  and  sanitary  housing  and  to 
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1  maintain  the  low-  and  moderate-income  character  of  such 

2  projects. 

3  SBC.  262.  DEFINITIONS. 

4  For  purposes  of  this  subtitle: 

5  (1)  The  term  "capital  improvement''  means  any 

6  major  repair  or  replacement  of  a  capital  item  in  a  mul- 

7  tifamily  housing  project,  including  any  such  repair  or 

8  replacement  required  as  a  result  of  deferred  or  inad- 

9  equate  maintenance.  Such  term  does  not  include  main- 

10  tenance  of  any  such  item. 

11  (2)   The   term    "Fund"   means   the   Multifamily 

12  Housing  Preservation  Fund  established  in  section  266. 

13  (3)  The  term  "lower  income  families"  has  the 

14  meaning  given  such  term  in  section  3(b)(2)  of  the 

15  United  States  Housing  Act  of  1937. 

16  (4)  The  term  "low-  and  moderate-income  charac- 

17  ter"  means  the  character  of  a  multifamily  housing 

18  project  with  respect  to  tenant  admission  and  rental 

19  charges  that  have  been  agreed  to  by  the  owner  of  such 

20  project  and  the  Secretary  in  connection  with  assistance 

21  or  insurance  provided  by  the  Secretary. 

22  (5)  The  term  "Secretary"  means  the  Secretary  of 

23  Housing  and  Urban  Development. 
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1  SEC.  263.  AUTHORITY  TO  PROVIDE  LOANS. 

2  (a)  In  General. — The  Secretary  may  provide  and,  to 
S  the  extent  approved  in  appropriation  Acts,  contract  to  prO- 

4  vide  loans  to  owners  of  rental  or  cooperative  housing  projects 

5  meeting  the  requirements  of  this  subtitle  for  purposes  of  as- 

6  sisting  such  owners  to  make  capital  improvements  required  to 

7  maintain  such  projects  as  decent,  safe,  and  sanitary  housing 

8  and  to  maintain  the  low-  and  moderate-income  character  of 

9  such  projects. 

10  (b)  Applications. — Applications  for  loans  under  this 

11  subtitle  shall  be  made  in  such  form,  and  in  accordance  with 

12  such  procedures,  as  the  Secretary  may  prescribe. 
IS  SEC  264.  ELIGIRILITY  FOR  LOANS. 

14  (a)  Project  Requirements.— The  owner  of  any 

15  rental  or  cooperative  housing  project  shall  be  eligible  for  a 

16  loan  under  this  subtitle  only  if  such  project — 

17  (1)(A)  is  assisted  under  section  286  of  the  Nation- 

18  al  Housing  Act,  the  proviso  of  section  221(d)(5)  of  the 

19  National  Housing  Act,  or  section  101  of  the  Housing 

20  and  Urban  Development  Act  of  1965,  without  regard 

21  to  whether  such  project  is  insured  under  the  National 

22  Housing  Act; 

28  (B)  is  assisted  under  section  8  of  the  United 

24  States  Housing  Act  of  1987  following  conversion  to 

25  such  assistance  from  assistance  under  section  286(fK2) 
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1  of  the  National  Housing  Act  or  section  101  of  the 

2  Housing  and  Urban  Developmeni  Act  of  1965; 

3  (C)  is  assisted  under  section  23  of  the  United 

4  States  Housing  Act  of  1937,  as  in  effect  before  Janu- 

5  ary  1,  1975;  or 

6  (D)  was  a  project  described  in  subparagraph  (A) 

7  before  the  acquisition  of  such  project  by  the  Secretary, 

8  and  has  been  sold  by  the  Secretary  subject  to  an 

9  agreement  that  provides  that  the  low-  and  moderate- 

10  income  character  of  such  project  will  be  maintained; 

11  and 

12  (2)  meets  such  other  requirements  consistent  with 

13  the  purposes  of  this  subtitle  as  the  Secretary  may  pre- 

14  scribe. 

15  (b)  Loan  and  Bobboweb  SEQUiBSBfENTS. — No  loan 

16  may  be  provided  under  this  subtitle  to  the  owner  of  any 

17  rental  or  cooperative  housing  project  unless  the  Secretary 

18  determines  that — 

19  (1)  such  loan,  when  considered  with  other  re- 

20  sources  available  to  and  financially  feasible  for  such 

21  project,  is  necessary  for  such  owner  to  make  capital 

22  improvements  with  respect  to  capital  items  that  have 

23  failed,  or  are  likely  to  seriously  deteriorate  or  fail  in 

24  the  near  future,  in  such  project; 
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1  (2)  the  owner  of  such  project  agrees  to  contribute 

2  a49sistance  to  such  project  in  such  amounts,  from  such 
S  sources,  and  in  such  manner  as  the  Secretary  deter- 

4  mines  to  be  appropriate,  except  that — 

5  (A)  such  contribution  shall  not  be  less  than 

6  20  percent  of  the  total  estimated  cost  of  the  cap- 

7  ital  improvements  involved,  unless  the  Secretary, 

8  upon  application  of  the  owner,  determines  that 

9  such    contribution    is    financially    infeasible    and 

10  waives  or  reduces  such  contribution  to  the  extent 

11  necessary; 

12  (B)  the  Secretary  may  not  require  an  amount 

15  to  be  contributed,  from  the  reserve  funds  estab- 
14  lished  by  the  owner  of  such  project  for  the  pur- 

16  pose  of  making  capital  improvements,  in  excess  of 

16  50  percent  of  the  amount  of  such  reserve  funds  on 

17  the  date  of  such  loan;  and 

18  (C)  the  Secretary  shall  waive  the  require- 

19  ments  of  this  paragraph  if  such  owner  is  a  private 

20  nonprofit  corporation  or  association; 

21  (S)  the  owner  of  such  project  agrees  to  maintain 

22  the  low-  and  moderate-income  character  of  such 
28  project  for  a  period  of  not  less  than  the  remaining  term 
24  of  the  project  mortgage; 
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1  (4)  the  management  of  such  project  is  conducted 

2  by  persons  who  meet  levels  of  competency  and  experi- 

3  ence  prescribed  by  the  Secretary  and  are  approved  by 

4  the  Secretary; 

5  (5)  such  project  is  structurally  sound,  or  will  be 

6  made  structurally  sound  as  a  result  of  the  capital  im- 

7  provements  involved,  as  determined  on  the  basis  of  in- 

8  formation  obtained  as  a  result  of  an  onsite  inspection  of 

9  such  project; 

10  (6)  such  loan,  when  considered  with  other  re- 

11  sources  available  to  and  financially  feasible  for  such 

12  project,  will  maintain  the  financial  soundness  of  such 

13  project; 

14  (7)  such  project  is  operated  and  managed  in  ac- 

15  cordance  with  a  management  improvement  and  operat- 

16  ing  plan  that  has  been  determined  to  be  necessary  and 

17  approved   by   the    Secretary   and   that   includes    the 

18  following: 

19  (A)  a  detailed  maintenance  schedule; 

20  (B)  a  schedule  for  correcting  past  deficiencies 

21  in  maintenance,  repairs,  and  replacements; 

22  (C)  a  plan  to  upgrade  the  capital  items  being 

23  improved,  and  any  other  capital  items  determined 

24  by  the  Secretary  to  be  associated  with  such  cap- 

25  ital  items  being  improved  and  to  require  upgrad- 
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1  ing,  to  meet  cost-effective  energy  efficiency  stand- 

2  ardfl  prescribed  by  the  Secretary; 

5  CD)  a  plan  to  improve  or  maintain  financial 
4  and  management  control  systems; 

6  (E)  a  detailed  annual  operating  budget  taking 

6  into  account  such  standards  for  operating  costs  in 

7  the  area  as  may  be  determined  by  the  Secretary 

8  to  be  appropriate;  and 

9  (F)  such  other  items  as  the  Secretary  may 

10  determine  to  be  appropriate; 

11  (8)  the  reserve  funds  established  by  the  owner  of 

12  such  project  for  the  purpose  of  making  capital  improve- 
18  ments  are  insufficient  to  finance  both  the  capital  im- 

14  provements  for  which  such  loan  is  requested  and  other 

15  capital  improvements  that  are  reasonably  expected  to 

16  be  required  in  the  near  future,  and  such  insufficiency  is 

17  not  the  result  of  the  failure  of  such  owner  to  comply 

18  with  any  standard  established  by  the  Secretary  for 

19  management  of  such  reserve  funds;  and 

20  (9)  such  loan  will  be  less  costly  to  the  Federal 

21  Government  than  other  reasonable  alternatives  avaQ- 

22  able  to  the  Secretary  for  maintaining  the  low-  and 
28  moderate-income  character  of  such  project. 
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1  (c)  Pbiobitibs  in  Pboviding  Loans. — In  providing, 

2  and  contracting  to  provide,  loans  under  this  subtitle,  the  Sec- 
8  retary  shall  give  priority  to — 

4  (1)  the  extent  to  which  the  capital  improvements 

5  for  which  such  loans  are  requested  are  immediately 

6  required; 

7  (2)  the  extent  to  which  the  projects  for  which 

8  such  loans  are  requested  serve  as  the  residences  of 

9  lower  income  families,  and  the  extent  to  which  other 

10  suitable  housing  is  unavailable  for  such  families  in  the 

11  areas  in  which  such  projects  are  located; 

12  (8)  the  extent  to  which  the  capital  improvements 

13  for  which  such  loans  are  requested  involve  the  life, 

14  safety,  or  health  of  the  residents  of  the  projects  or  in- 

15  volve  major  capital  improvements  in  the  projects;  and 

16  (4)  projects  that  demonstrate  the  greatest  financial 

17  distress,  while  continuing  to  meet  the  requirements  of 

18  subsection  (bK6). 

19  SEC  265.  AMOUNT  AND  CONDITIONS  OF  LOANS. 

20  (a)  Pbincipal  Amount  of  Loans. — Subject  to  section 

21  264(bK2),  the  principal  amount  of  any  loan  provided  under 

22  this  subtitle  to  the  owner  of  any  project  shall  not  exceed  80 

23  percent  of  the  sum  of — 

24  (1)  the  amount  determined  by  the  Secretary  to  be 

25  necessary  for  such  owner  to  make  capital  improve- 
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1  ments  with  respect  to  capital  items  that  have  failed,  or 

2  are  likely  to  seriously  deteriorate  or  fail  in  the  near 

5  future,  in  such  project; 

4  (2)  the  amount  determined  by  the  Secretary  to  be 

6  necessary  to  carry  out  a  plan  to  upgrade  the  capital 

6  items  being  improved,  and  any  other  capital  items  de- 

7  termined  by  the  Secretary  to  be  associated  with  such 

8  capital  items  being  improved  and  to  require  upgrading, 

9  to  meet  cost-effective  energy  efficiency  standards  pre- 

10  scribed  by  the  Secretary;  and 

11  (S)  the  amount  determined  by  the  Secretary  to  be 

12  necessary  to  comply  with  the  requirements  of  section 

15  504  of  the  Rehabilitation  Act  of  197S  (29  U.S.C.  794). 
14  (b)  Conditions  op  Loans. — 

16  (1)  The  term  of  any  loan  provided  under  this  sub- 

16  title  shall  not  exceed  the  remaining  term  of  the  mort- 

17  gage  on  the  project  with  respect  to  which  such  loan  is 

18  provided. 

19  (2)  Subject  to  subsection  (c),  each  loan  provided 

20  under  this  subtitle  shall  bear  interest  at  a  rate  deter- 

21  mined  by  the  Secretary  to  be  appropriate,  except  that 

22  such  rate  shall  not  be  less  than  6  percent  or  more  than 
28  the  rate  determined  under  section  221(d)(5)(B)  of  the 
24  National  Housing  Act. 
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1  (3)  Each  loan  provided  under  this  subtitle  shall  be 

2  considered  to  be  a  liability  of  the  project  involved,  and 

3  shall  not  be  dischargeable  in  any  bankruptcy  proceed- 

4  ing  under  section  727,  1141,  or  1328(b)  of  title  11, 

5  United  States  Code. 

6  (4)  The  Secretary  may  establish  such  additional 

7  conditions  on  loans  provided  under  this  subtitle  as  the 

8  Secretary  determines  to  be  appropriate. 

9  (5)  The  Secretary  may  provide  more  than  one 

10  loan  to  any  project  under  this  subtitle,  if  each  such 

11  loan  complies  with  the  provisions  of  this  subtitle. 

12  (c)  Minimization  of  Rent  Incbbasbs. — ^In  order  to 

13  minimize  any  increases  m  rental  payments  that  may  occur  as 

14  a  result  of  the  debt  service  and  other  expenses  of  a  loan 

15  provided  under  this  subtitle,  and  that  would  be  incurred  by 

16  residents  of  the  project  involved  whose  rental  payments  are, 

17  or  would  as  a  result  of  such  expenses  be,  in  excess  of  the 

18  amount  allowable  if  section  3(a)  of  the  United  States  Housing 

19  Act  of  1937  were  applicable  to  such  residents,  the  Secretary 

20  may  take  any  or  all  of  the  following  actions: 

21  (1)  Provide  assistance  with  respect  to  such  project 

22  under  section  8(bKl)  of  the  United  States  Housing  Act 

23  of  1937,  to  the  extent  amounts  are  available  for  such 

24  assistance  and  without  regard  to  section  16  of  such 

25  Act. 
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1  (2)  Reduce  the  rate  of  interest  charged  on  such 

2  loan  to  a  rate  of  not  less  than  1  percent. 

5  (S)  Increase  the  term  of  such  loan  to  a  term  that 
4          does  not  exceed  the  remaining  term  of  the  mortgage  on 

6  such  project. 

6  (4)  Increase  the  amount  of  assistance  to  be  pro- 

7  vided  by  the  owner  of  such  project  under  section 

8  264(b)(2),  if  applicable,  to  an  amount  not  to  exceed  SO 

9  percent  of  the  total  estimated  cost  of  the  capital  im- 

10  provements  involved. 

1 1  SEC.  266.  MULTIFAMILY  HOUSING  PRESERVATION  FUND. 

12  (a)  Establishment  of  Fund.— For  purposes  of  car- 
18  rying  out  the  provisions  of  this  subtitle,  there  hereby  is  estab- 
14  lished  in  the  Treasury  of  the  United  States  a  revolving  fund, 
16  to  be  known  as  the  Multifamily  Housing  Preservation  Fund. 

16  The  Fund  shall,  to  the  extent  approved  in  appropriation  Acts, 

17  be  avaUable  to  the  Secretary  for  purposes  of  carrying  out  the 

18  provisions  of  this  subtitle. 

19  (b)  Assets  of  Fund.— The  Fund  shall  consist  of  (1) 

20  any  amount  appropriated  under  section  268;  (2)  any  amount 

21  repaid  on  a  loan  provided  under  this  subtitle;  and  (S)  any 

22  other  amount  received  by  the  Secretary  under  this  subtitle. 
28  (c)  Manaobbcbnt  of  Fund. — Any  amounts  m  the 

24  Fund  determined  by  the  Secretary  to  be  in  excess  of  the 

25  amounts  currently  required  to  carry  out  the  provisions  of  this 
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1  subtitle  shall  be  invested  by  the  Secretary  in  obligations  of, 

2  or  obligations  guaranteed  as  to  both  principal  and  interest  by, 

3  the  United  States  or  any  agency  of  the  United  States. 

4  SEC.  267.  REGULATIONa 

5  The  Secretary  shall,  not  later  than  the  expiration  of  the 

6  180-day  period  following  the  date  of  the  enactment  of  this 

7  Act,  issue  such  regulations  as  may  be  necessary  to  cany  out 

8  the  provisions  of  this  subtitle. 

9  SEC.  268.  AUTHORIZATION  OF  APPROPMATIONS. 

10  There  is  authorized  to  be  appropriated  to  carry  out  the 

11  provisions  of  this  subtitle  $75,000,000  for  fiscal  year  1988. 

12  Any  amount  appropriated  under  this  section  shall  be  deposit- 

13  ed  in  the  Fund  and  shall  remain  available  until  expended. 

14  Subtitle  D — Other  Housing  Assistance 

15  Programs 

16  SEC.  281.  HOUSING  FOR  THE  ELDERLY  AND  HANDICAPPED. 

17  (a)  BOBBOWINO  AuTHOBiTT. — The  first  sentence  of 

18  section   202(a)(4XBXi)   of   the   Housing   Act   of   1959   is 

19  amended — 

20  (1)  by  striking  ''and"  the  first  place  it  appears; 

21  and 

22  (2)  by  inserting  after  ''1984/'  the  foUowing:  "and 

23  to  such  sums  as  may  be  approved  in  appropriation  Acts 

24  for  fiscal  year  1988,". 
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1  (b)  Loan  Authobitt.— Section  202(aK4)(C)  of  the 

2  Housing  Act  of  1969  is  amended  by  adding  at  the  end  the 
8  followmg  new  sentence:  ''Not  more  than  $620,000,000  may 

4  be  approved  in  appropriation  Acts  for  such  loans  for  fiscal 

5  year  1988.". 

6  (e)  Intbbbbt  Ratb  LnaTATiON. — Section  223(a)  of 

7  the  Housing  and  Urban-Rural  Recovery  Act  of  1983  is 

8  amended  by  striking  paragraph  (2). 

9  SEC.  282.  HOUSING  FOR  THE  HANDICAPPED. 

10  (a)  FiNDINOB  AND  PUBPOBB. — 

11  (1)  The  Congress  hereby  finds  that — 

12  (A)  housing  for  nonelderly  handicapped  fami- 

13  lies  is  assisted  under  section  202  of  the  Housing 

14  Act  of  1959  and  section  8  of  the  United  States 
16  Housing  Act  of  1937; 

16  (B)  the  housing  programs  under  such  sections 

17  are  designed  and  implemented  primarily  to  assist 

18  rental  housing  for  elderly  and  nonelderly  families 

19  and  are  often  inappropriate  for  dealing  with  the 

20  specialized  needs  of  the  physically  impaired,  the 

21  developmentally    disabled,    and    the    chronically 

22  mentally  ill; 

23  (C)  the  development  of  housing  for  nonelder- 

24  ly  handicapped  families  under  such  programs  is 
26  often  more  expensive  than  necessary,  thereby  re- 
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1  ducing  the  number  of  such  families  that  can  be  as- 

2  sisted  with  available  funds; 

3  CD)  the  program  under  section  202  of  the 

4  Housing  Act  of  1959  can  continue  to  provide 

5  direct  loans  to  finance  group  residences  and  inde- 

6  pendent  apartments  for  nonelderly  handicapped 

7  families,  but  can  be  made  more  efficient  and  less 

8  costly  by  the  adoption  of  standards  and  proce- 

9  dures  applicable  only  to  housing  for  such  families; 

10  (E)  the  use  of  the  program  under  section  8  of 

11  the  United  States  Housing  Act  of  1987  to  assist 

12  rentals  for  housing  for  nonelderly  handicapped 

13  families    is    time    consuming    and   unnecessarily 

14  costly  and,  in  some  areas  of  the  Nation,  prevents 

15  the  development  of  such  housing; 

16  (F)  the  use  of  the  program  under  section  8  of 

17  the  United  States  Housing  Act  of  1937  to  assist 

18  rentals  for  housing  for  nonelderly  handicapped 

19  families  should  be  replaced  by  a  more  appropriate 

20  subsidy  mechanism; 

21  (G)  both  elderly  and  handicapped  housing 

22  projects  assisted  under  section  202  of  the  Housing 

23  Act  of  1959  will  benefit  from  an  increased  empha- 

24  sis  on  supportive  services  and  a  greater  use  of 

25  State  and  local  funds;  and 
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1  (H)   an   improved   program   for   nonelderly 

2  handicapped  families  will  assist  in  providing  shel- 
8  ter  and  supportive  services  for  mentally  ill  persons 

4  who  might  otherwise  be  homel^ess. 

5  (2)  The  purpose  of  this  section  is  to  improve  the 

6  direct  loan  program  under  section  202  of  the  Housing 

7  Act  of  1959  to  ensure  that  such  program  meets  the 

8  special  housing  and  related  needs  of  nonelderly  handi- 

9  capped  families. 

10  (b)  HouBiNO  FOB  Handicapped  Familibb. — 

11  (1)  Section  202(h)  of  the  Housing  Act  of  1959  is 

12  amended  to  read  as  foUows: 

18  ''(hXD  Of  the  amounts  made  available  m  appropriation 

14  Acts  for  loans  under  subsection  (aK4KC)  for  any  fiscal  year 

15  commencing  after  September  30,  1987,  not  less  than  15  per- 

16  cent  shall  be  available  for  loans  for  the  development  costs  of 

17  housing  for  handicapped  families.  If  the  amount  required  for 

18  any  such  fiscal  year  for  approvable  applications  for  loan 

19  under  this  subsection  is  less  than  the  amount  available  under 

20  this  paragraph,  the  balance  shall  be  made  available  for  loans 

21  under  other  provisions  of  this  section. 

22  "(2)  The  Secretary  shall  take  such  actions  as  may  be 
28  necessary  to  ensure  that — 

24  ''(A)  funds  made  available  under  this  subsection 

25  will  be  used  to  support  a  variety  of  methods  of  meeting 
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1  the  needs  primarily  of  nonelderly  handicapped  families 

2  by  providing  a  variety  of  housing  options,  ranging  from 
8  small  group  homes  to  independent  living  complexes; 

4  and 

5  ''(B)   housing  for  handicapped  families   assisted 

6  under  this  subsection  will  provide  families  occupying 

7  units  in  such  housing  with  an  assured  range  of  services 

8  specified  in  subsection  (f),  will  provide  such  families 

9  with  opportunities  for  optimal  independent  living  and 

10  participation  in  normal  daily  activities,  and  will  fadli- 

11  tate  access  by  such  families  to  the  community  at  large 

12  and  to  suitable  employment  opportunities  within  such 
18  community. 

14  ''(8)(A)  In  allocating  funds  under  this  subsection,  and  in 

15  processing  applications  for  loans  under  this  section  and  as- 

16  sistance  payments  under  paragraph  (4),  the  Secretary  shall 

17  adopt  such  distinct  standards  and  procedures  as  the  Secretary 

18  determines  appropriate  due  to  differences  between  housing 

19  for  handicapped  families  and  other  housing  assisted  under 

20  this  section. 

21  ''(B)  The  Secretary  may,  on  a  demonstration  basis,  de- 

22  termine  the  feasibility  and  desirability  of  reducing  processing 
28  time  and  costs  for  housing  for  handicapped  families  by  limit- 

24  ing  project  design  to  a  small  number  of  prototype  designs. 

25  Any  such  demonstration  shall  be  limited  to  the  3-year  period 
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1  following  the  date  of  the  enactment  of  the  Housing  and  Com- 

2  munity  Development  Act  of  1987,  may  only  involve  projects 
S  whose  sponsors  consent  to  participation  in  such  demonstra- 

4  tion,  and  shall  be  described  in  a  report  submitted  by  the  Sec- 

5  retary  to  the  Congress  following  completion  of  such  demon- 

6  stration. 

7  ''(4)(A)  The  Secretary  shall,  to  the  extent  approved  in 

8  appropriation  Acts,  enter  mto  contracts  with  owners  of  hous- 

9  ing  for  handicapped  families  receiving  loans  under,  or  meet- 

10  ing  the  requirements  of,  this  section  to  make  monthly  pay- 

11  ments  to  cover  any  part  of  the  costs  attributed  to  units  occu- 

12  pied  (or,  as  approved  by  the  Secretary,  held  for  occupancy) 
IS  by  lower  income  families  that  is  not  met  from  project  income. 

14  The  annual  contract  amount  for  any  project  shall  not  exceed 

15  the  sum  of  the  initial  annual  project  rentals  for  all  units  and 

16  any  initial  utility  and  services  allowances  for  such  units,  as 

17  approved  by  the  Secretary.  Any  contract  amounts  not  used 

18  by  a  project  in  any  year  shall  remain  available  to  the  project 

19  until  the  expiration  of  the  contract.  The  term  of  a  contract 

20  entered  into  under  this  subparagraph  shall  be  240  months. 

21  The  annual  contract  amount  may  be  adjusted  by  the  Secre- 

22  tary  if  the  sum  of  the  project  income  and  the  amount  of  as- 
28  sistance  payments  available  under  this  subparagraph  are  in- 
24  adequate  to  provide  for  reasonable  project  costs.  In  the  case 
26  of  an  intermediate  care  facility  in  which  there  reside  families 
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1  assisted  under  title  XIX  of  the  Social  Security  Act,  project 

2  income   under  this   subparagraph   shall  include   the   same 

3  amount  as  if  such  families  were  being  assisted  under  title 

4  XVI  of  the  Social  Security  Act. 

5  **(R)  The  Secretary  ahall  approve  initial  project  rentals 

6  for  any  project  assisted  under  this  subsection  based  on  the 

7  determination  of  the  Secretary  of  the  total  actual  necessary 

8  and  reasonable  costs  of  developing  and  operating  the  project, 

9  taking  into  consideration  the  need  to  contain  costs  to  the 

10  extent  practicable  and  consistent  with  the  purposes  of  the 

11  project  and  this  section. 

12  **(C)  The  Secretary  shall  require  that,  during  the  term 

13  of  each  contract  entered  into  under  subparagraph  (A),  all 

14  units  in  a  project  assisted  under  this  subsection  shall  be  made 

15  available  for  occupancy  by  lower  income  families,  as  such 

16  term  is  defined  in  section  3(b)(2)  of  the  United  States  Hous- 

17  ing  Act  of  1937.  The  rent  payment  required  of  a  lower 

18  income  family  shall  be  determined  in  accordance  with  section 

19  3(a)  of  such  Act,  except  that  the  gross  income  of  a  family 

20  occupying  an  intermediate  care  facility  assisted  under  title 

21  XIX  of  the  Social  Security  Act  shall  be  the  same  amount  as 

22  if  the  family  were  being  assisted  under  title  XYI  of  the  Social 

23  Security  Act. 

24  "(D)  The  Secretary  shall  coordinate  the  processing  of  an 

25  application  for  a  loan  for  housing  for  handicapped  families 
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1  under  this  section  and  the  processing  of  an  application  for 

2  assistance  payments  under  this  paragraph  for  such  housing/'. 

5  (2)  Section  202(d)  of  the  Housing  Act  of  1969  is 
4  amended  by  adding  at  the  end  the  following  new  para- 

6  graphs: 

6  "(9)  The  term  'housing  for  handicapped  families'  means 

7  housing  and  related  facilities  to  be  occupied  by  handicapped 

8  families  who  are  primarily  nonelderly  handicapped  families. 

9  "(10)  The  term  'nonelderly  handicapped  families'  means 

10  elderly  or  handicapped  families,  the  head  of  which  (and 

11  spouse,  if  any)  is  less  than  62  years  of  age  at  the  time  of 

12  initial  occupancy  of  a  project  assisted  under  this  section.". 
IS  (3)  Section  202(c)(3)  of  the  Housing  Act  of  1959 

14  is  amended  by  inserting  after  "section"  the  following: 

15  "and  designed  for  dwelling  use  by  12  or  more  elderly 

16  or  handicapped  families". 

17  (c)  SuppoBTiVB  Sbbviobs  fob  Eldbblt  and  Handi- 

18  OAPPBD  Fabulibs.— Section  202(f)  of  the  Housing  Act  of 

19  1959  is  amended — 

20  (1)  by  inserting  "(1)"  after  the  subsection  designa- 

21  tion;  and 

22  (2)  by  adding  at  the  end  the  following  new  para- 

23  graph: 
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1  "(2)  Each  applicant  for  a  loan  under  this  section  for 

2  housing  and  related  facilities  shall  submit  with  the  application 

3  a  supportive  services  plan  describing — 

4  ''(A)  the  category  or  categories  of  families  such 

5  housing  and  facilities  are  intended  to  serve; 

6  "(B)  the  range  of  necessary  services  to  be  pro- 

7  vided  to  the  families  occupying  such  housing; 

8  ''(C)  the  manner  in  which  such  services  will  be 

9  provided  to  such  families;  and 

10  ''(D)  the  extent  of  State  and  local  funds  available 

11  to  assist  in  the  provision  of  such  services/'. 

12  (d)  Tbbmination  op  Section  8  Assistance. — On 

13  and  after  the  first  date  that  amounts  approved  in  an  appro- 

14  priation  Act  for  any  fiscal  year  become  available  for  contracts 

15  under  section  202(h)(4)(A)  of  the  Housing  Act  of  1959,  as 

16  amended  by  subsection  (b)  of  this  section,  no  project  for 

17  handicapped  (primarily  nonelderly)  families  approved  for  such 

18  fiscal  year  pursuant  to  section  202  of  such  Act  shall  be  pro- 

19  vided  assistance  payments  under  section  8  of  the  United 

20  States  Housing  Act  of  1937,  except  pursuant  to  a  reservation 

21  for  a  contract  to  make  such  assistance  payments  that  was 

22  made  before  the  first  date  that  amounts  for  contracts  under 

23  such  section  202(h)(4)(A)  became  available. 

24  (e)  Implementation. — Not  later  than  the  expiration 

25  of  the  120-day  period  foUowing  the  date  of  the  enactment  of 
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1  this  Act,  the  Secretary  of  Housing  and  Urban  Development 

2  shall,  to  the  extent  amounts  are  approved  in  an  appropriation 

3  Act  for  use  under  section  202(h)(4)(A)  of  the  Housing  Act  of 

4  1959  for  fiscal  year  1988,  publish  in  the  Federal  Register  a 

5  notice  of  fund  availability  to  implement  the  provisions  of,  and 

6  amendments  made  by,  this  section.  The  Secretary  shall  issue 

7  such  rules  as  may  be  necessary  to  carry  out  such  provisions 

8  and  amendments  for  fiscal  year  1988  and  thereafter. 

9  (f)  Eppbotivb  Date  and  Applicability. — 

10  (1)  Except  as  otherwise  provided  in  this  section, 

11  the  provisions  of,  and  amendments  made  by,  this  sec- 

12  tion  shall  not  apply  with  respect  to  projects  with  loans 
IS  or  loan  reservations  made  under  section  202  of  the 

14  Housing  Act  of  1969  before  the  implementation  date 

15  under  subsection  (e). 

16  (2)  Notwithstanding  paragraph  (1),  the  Secretary 

17  may  apply  the  provisions  of,  and  amendments  made  by, 

18  this  section  to  any  project  in  order  to  facilitate  the  de- 

19  velopment  of  such  project  in  a  timely  maimer. 

20  SEC.  288.  SECTION  236  HOMEOWNERSHIP  PROGRAM. 

21  The  second  sentence  of  section  235(hKl)  of  the  National 

22  Housing  Act  is  amended  by  inserting  after  the  third  sentence 

23  the  following  new  sentence:  ''Any  amount  of  budget  author- 

24  ity  under  this  section  that  is  recaptured  by  the  Secretary 
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1  shall  be  made  available  for  new  contracts  for  assistance  pay- 

2  inents  under  this  section/\ 

3  SEC.  284.  CONGREGATE  SERVICES. 

4  Section  411(a)  of  the  Congregate  Housing  Services  Act 

5  of  1978  is  amended  to  read  as  foUows: 

6  ''(a)  There  are  authorized  to  be  appropriated  to  carry 

7  out  this  title  $10,000,000  for  fiscal  year  1988.". 

8  SEC.    285.    PROCEDURES    AND    POUaES    FOR   MANDATORY 

9  MEAL  PROGRAMS  IS  ASSISTED  HOUSING  FOR 

10  THE  ELDERLY. 

1 1  (a)  ExEBiPTiONS  From  Meal  Pboobams. — 

12  (1)  Eequibed  EXEMPTIONS. — The  owner  of  any 

13  assisted  housing  for  the  elderly  that  requires  tenants  to 

14  participate  in  a  meal  program  shall  grant  a  tenant  an 

15  exemption  from  such  participation  if — 

16  (A)  the  program  cannot  satisfactorily  accom- 

17  modate  the  special  dietary  or  health  needs  of  the 

18  tenant,  as  certified  by  the  physician  of  the  tenant; 

19  (B)  the  program  cannot  satisfactorily  accom- 

20  modate  the  special  diet  or  food  practices  of  the 

21  tenant; 

22  (C)  participation  in  the  program  substantially 

23  interferes  with  the  employment  of  the  tenant;  or 

24  (D)  participation  in  the  program  constitutes 

25  an  unbearable  financial  hardship  on  the  tenant, 
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1  taking  into  consideration  the  cost  to  the  tenant  of 

2  meals  not  covered  by  the  program  and  other  nec- 
S  essary  living  costs  remaining  after  payment  of 

4  charges  for  the  program. 

5  (2)  Additional  bxbmptions. — The  owner  of 

6  any  assisted  housing  for  the  elderly  that  requires  ten- 

7  ants  to  participate  in  a  meal  program  may  grant  a 

8  tenant  an  exemption  from  such  participation  for  any 

9  additional   reason   determined   by   the   owner   to   be 

10  appropriate. 

11  (b)  Financial  Assistance. — The  owner  of  any  assist- 

12  ed  housing  for  the  elderly  that  requires  tenants  to  participate 

13  in  a  meal  program  may,  in  lieu  of  granting  an  exemption 

14  under  subsection  (aKl)(I>),  provide  the  tenant  with  financial 

15  assistance  toward  the  cost  of  participation  in  the  program. 

16  (c)  Acceptance  op  Food  Stabips  as  Payment. — 

17  The  owner  of  any  assisted  housing  for  the  elderly  that  re- 

18  quires  tenants  to  participate  in  a  meal  program  shall  accept 

19  food  stamps  toward  payment  for  the  meals  included  in  such 

20  program. 

21  (d)  Notice  and  Right  to  Contest. — 

22  (1)  The  owner  of  any  assisted  housing  for  the  el- 

23  derly  that  requires  tenants  to  participate  in  a  meal  pro- 

24  gram  shall  inform  tenants  of  the  exemptions  listed 

25  under  subsection  (aKl)  and  any  additional  exemptions 
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1  determined  by  the  owner  to  be  appropriate  under  sub- 

2  section  (aK2),  as  weU  as  the  right  to  appeal  a  denial  of 

3  exemption  pursuant  to  paragraph  (2). 

4  (2)  The  tenant  shall  have  the  right  to  appeal  any 

5  denial  of  a  request  for  exemption  to  the  Secretary  or 

6  his  designee  and  the  Secretary  or  his  designee  is  au- 

7  thorized  to  hear  and  decide  such  appeals. 

8  (3)  No  owner  of  any  assisted  housing  for  the  el- 

9  derly  may  evict  any  tenant  due  to  any  dispute  arising 

10  out  of  a  meal  program,  including  failure  of  a  tenant  to 

11  participate  in  a  meal  program  or  to  pay  for  meals. 

12  Before  taking  any  other  legal  action  for  failure  to  par- 

13  ticipate  in  a  required  meal  program  or  to  pay  for 

14  meals,  the  owner  shall  comply  with  this  subsection. 
16  (e)  Definitions. — For  purposes  of  this  section: 

16  (1)  The  term  ''assisted  housing''  means  housing 

17  that  is  assisted  under  section  202  of  the  Housing  Act 

18  of  1959,  section  236  of  the  National  Housing  Act,  or 

19  section  8  of  the  United  States  Housing  Act  of  1937. 

20  (2)  The  term  ''elderly"  means  any  individual  who 

21  is  not  less  than  62  years  of  age  or  any  family  the  head 

22  of  which  (or  whose  spouse)  is  not  less  than  62  years  of 

23  age. 
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1  (f)  Regulations. — The  Secretary  of  Housing  and 

2  Urban  Development  shall  issue  such  regulations  as  may  be 

3  necessary  to  carry  out  this  section. 

4  SEC.  286.  MODIFICATION  OF  RESTRICTION  ON  USE  OF  ASSIST- 

5  ED  HOUSING  BY  ALIENS. 

6  (a)  Limitation  op  Rbstbiction  to  New  Applica- 

7  TiONS. — Section  214  of  the  Housing  and  Community  Devel- 

8  opment  Act  of  1980  is  amended  by  inserting  after  subsection 

9  (b)  the  following  new  subsection: 

10  ''(c)(1)  In  the  case  of  any  family  in  which  any  member  is 

11  a  citizen  of  the  United  States,  a  national  of  the  United 

12  States,  or  an  alien  resident  of  the  United  States  described  in 
IS  any  of  the  paragraphs  (1)  through  (6)  of  subsection  (a),  the 

14  restriction  established  in  subsection  (a)  shall  not  apply  to — 

15  ''(A)  the  continued  provision  of  any  financial  as- 

16  sistance  commenced  before  the  date  of  the  enactment 

17  of  the  Housing  and  Community  Development  Act  of 

18  1987  or  the  effective  date  of  regulations  issued  to 

19  carry  out  paragraph  (1),  whichever  occurs  later; 

20  "(B)  the  provision  of  any  financial  assistance  pur- 

21  suant  to  a  conversion  from  any  other  financial  assist- 

22  ance  commenced  before  the  date  of  the  enactment  of 

23  the  Housing  and  Community  Development  Act  of  1987 

24  or  the  effective  date  of  regulations  issued  to  carry  out 
26  paragraph  (1),  whichever  occurs  later;  or 
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1  "(C)  the  provision  of  any  financial  assistance  to 

2  an  individual  displaced  from  a  dwelling  as  a  result  of 

3  an  activity  of  the  Federal  Government  or  an  activity 

4  approved  or  assisted  by  the  Federal  Gt)vemment. 

5  ''(2)  Notwithstanding  any  other  provision  of  law,  the 

6  Secretary  of  Housing  and  Urban  Development  may  not  make 

7  financial  assistance  available  for  the  benefit  of — 

8  "(A)  any  alien  who — 

9  ''(i)  has  a  residence  in  a  foreign  country  that 

10  such  alien  has  no  intention  of  abandoning; 

11  "(ii)  is  a  bona  fide  student  qualified  to  pursue 

12  a  full  course  of  study;  and 

13  "(iii)  is  admitted  to  the  United  States  tempo- 

14  rarily  and  solely  for  purposes  of  pursuing  such  a 

15  course  of  study  at  an  established  institution  of 

16  learning  or  other  recognized  place  of  study  in  the 

17  United  States,   particularly  designated  by   such 

18  alien  and  approved  by  the  Attorney  General  after 

19  consultation  with  the  Department  of  Education  of 

20  the  United  States,  which  institution  or  place  of 

21  study  shall  have  agreed  to  report  to  the  Attorney 

22  General  the  termination  of  attendance  of  each 

23  nonimmigrant  student  (and  if  any  such  institution 

24  of  learning  or  place  of  study  fails  to  make  such 
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1  reports   promptly  the   approYiI   shall   be   with- 

2  drawn);  and 

3  "(B)  the  alien  spouse  and  minor  ohOdren  of  any 

4  alien  described  in  subparagraph  (A),  if  accompanying 

5  such  alien  or  following  to  join  such  alien. 

6  (b)  Ybbifioation  Pboobdxtsbs. — Section  214(d)  of 

7  the  Housing  and  Community  Development  Act  of  1980  (as 

8  added  by  section  121(aX2)  of  the  Immigration  Reform  and 

9  Control  Act  of  1986  (Pub.  L.  99-603))  is  amended— 

10  (1)  in  paragraph  (2),  by  inserting  after  "States" 

11  the  following:  "and  is  not  62  years  of  age  or  older"; 

12  (2)  in  paragraph  (4),  in  the  matter  before  subpara- 

13  graph  (A)— 

14  (A)  by  inserting  after  "States"  the  following: 

15  "and  is  not  62  years  of  age  or  older";  and 

16  (B)   by  inserting   "or   recertification"   after 

17  "application"; 

18  (3)  m  paragraph  (4KA)(i),  by  inserting  after  the 

19  comma  the  following:  "or  to  appeal  the  verification  de- 

20  termination   of   the   Immigration   and   Naturalization 

21  Service  under  paragraph  (3)/'; 

22  (4)  in  paragraph  (4)(B),  by  striking  the  matter 

23  before  clause  (i)  and  inserting  the  following: 

24  "(B)  if  any  documents  or  additional  informa- 
26  tion  are  submitted  as  evidence  under  subpara- 
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1  graph  (A),  or  if  appeal  is  made  to  the  Immigration 

2  and  Naturalization  Service  with  respect  to  the 

3  verification  determination  of  the   Service   mider 

4  paragraph  (3) — "; 

5  (5)  in  paragraph  (4)(B)(i),  by  inserting  "or  addi- 

6  tional  information''  after  "documents''; 

7  (6)    in    paragraph    (4)(B)(ii),    by    inserting    "or 

8  appeal"  after  "verification"; 

9  (7)  by  inserting  after  paragraph  (5)  the  following 

10  new  paragraph: 

11  "(6)  For  purposes  of  paragraph  (5)(B),  the  appli- 

12  cable  fair  hearing  process  made  available  with  respect 

13  to  any  individual  shall  include  not  less  than  the  follow- 

14  ing  procedural  protections: 

16  "(A)  The  Secretary  shall  provide  the  individ- 

16  ual  with  written  notice  of  the  determination  de- 

17  scribed  in  paragraph  (5)  and  of  the  opportunity  for 

18  a  hearing  with  respect  to  the  determination. 

19  "(B)  Upon  timely  request  by  the  individual, 

20  the  Secretary  shall  provide  a  hearing  before  an 

21  impartial  hearing  officer  designated  by  the  Secre- 

22  tary,  at  which  hearing  the  individual  may  produce 

23  evidence  of  a  satisfactory  immigration  status. 

24  "(C)  Not  later  than  45  days  after  the  date  of 

25  the  request  of  the  individual  for  a  hearing,  the 
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1  Secretary  shall  notify  the  individual  in  writing  of 

2  the  decision  of  the  hearing  officer  on  the  appeal  of 

3  the  determination.";  and 

4  (8)  by  striking  the  last  sentence  and  inserting  the 
6  following:  'Tor  purposes  of  this  subsection,  the  term 

6  'Secretary'  means  the  Secretary  of  Housing  and  Urban 

7  Development,   a  public  housing  agency,   or  another 

8  entity  that  determines  the  eligibility  of  an  mdividual  for 

9  financial  assistance/'. 

10  (c)  Enfobobbodnt  Pboobdubbs. — Section  214(e)  of 

11  the  Housing  and  Community  Development  Act  of  1980  (as 

12  added  by  section  121(aK2)  of  the  Immigration  Reform  and 

15  Control  Act  of  1986  (Pub.  L.  99-603))  is  amended— 

14  (1)  in  the  matter  before  paragraph  (1),  by  insert- 

16  ing    ''of   Housing    and   Urban    Development"    after 

16  "Secretary"; 

17  (2)     m     paragraph     (2),     by     inserting     after 

18  "(dX4)(AKii)"  the  foUowing:  "(or  under  any  alternative 

19  system  for  verifying  immigration  status  with  the  Immi- 

20  gration  and  Naturalization  Service  authorized  in  the 

21  Immigration  Reform  and  Control  Act  of  1986  (Pub.  L. 

22  99-608))"; 

23  (8)     in     paragraph     (3),     by     inserting     after 

24  "(dX4)(BXii)"  the  following:  "(or  under  any  alternative 
26  system  for  verifymg  immigration  status  with  the  Immi- 
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1  gration  and  Naturalization  Service  authorized  in  the 

2  Immigration  Keform  and  Control  Act  of  1986  (Pub.  L. 

3  99-603))";  and 

4  (4)  in  paragraph  (4),  by  inserting  after  "(dKSKB)" 

5  the  foUowing:  "(or  provided  for  under  any  altematiye 

6  system  for  verifying  immigration  status  with  the  Lnmi- 

7  gration  and  Naturalization  Service  authorized  in  the 

8  Lnmigration  Keform  and  Control  Act  of  1986  (Pub.  L. 

9  99-603))". 

10  (d)  Eeimbubsement  fob  Costs  of  iMPLSifENTA- 

11  TION. — 

12  (1)  Section  214  of  the  Housing  and  Community 

13  Development  Act  of  1980  (as  amended  by  section 

14  121(a)(2)  of  the  Lnmigration  Keform  and  Control  Act 

15  of  1986  (Pub.  L.  99-603))  is  amended  by  adding  at  the 

16  end  the  foUowing  new  subsection: 

17  ''(f)  The  Secretary  of  Housing  and  Urban  Development 

18  is  authorized  to  pay  to  each  public  housing  agency  or  other 

19  entity  an  amount  equal  to  100  percent  of  the  costs  incurred 

20  by  the  public  housmg  agency  or  other  entity  in  implementing 

21  and  operating  an  immigration  status  verification  system 

22  under  subsection  (d)  (or  under  any  altematiye  system  for 

23  verifying  immigration  status  with  the  Lnmigration  and  Natu- 

24  ralization  Service  authorized  in  the  Lnmigration  Keform  and 

25  Control  Act  of  1986  (Pub.  L.  99-608)).". 
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1  (2)  The  United  States  Housing  Act  of  1937  (as 

2  amended   by   section    121(b)(6)   of   the   Immigration 

3  Reform  and  Control  Act  of  1986  (Pub.  L.  99-603))  is 

4  amended  by  striking  section  20. 

5  (e)  Tbansitional  Cbbtipioation  and  Dooumbnta- 

6  TiON  Pbovisions. — In  carrying  out  section  214  of  the 

7  Housing  and  Conununity  Development  Act  of  1980  during 

8  fiscal  year  1988,  the  Secretary  of  Housing  and  Urban  Devel- 

9  opment  shall  require,  as  a  condition  of  providing  financial 

10  assistance  for  the  benefit  of  any  individual,  that  such  individ- 

11  ual— 

12  (1)  declare  in  writing,  under  penalty  of  perjiuy, 

13  whether  or  not  such  individual  is  a  citizen  or  national 

14  of  the  United  States;  and 

15  (2)  if  not  a  citizen  or  national — 

16  (A)  declare  in  writing,  under  penalty  of  per- 

17  jiuy,  the  inmiigration  status  of  such  individual,  if 

18  such  individual  is  not  less  than  62  years  of  age;  or 

19  (B)  provide   such   documentation  regarding 

20  the  inmiigration  status  of  such  individual  as  the 

21  Secretary  may  require  by  regulation. 

22  (f)  Eppbotivb  Dates. — 

23  (1)  The  provisions  of,  and  amendments  made  by, 

24  subsections  (a)  and  (e)  shall  take  effect  on  the  date  of 
26  the  enactment  of  this  Act. 
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1  (2)  The  amendments  made  by  subsection  (d)  shall 

2  take  effect  on  October  1,  1987. 

3  (3)  The  amendments  made  by  subsections  (b)  and 

4  (c)  shall  take  effect  on  October  1,  1988. 

5  SEC.  287.  PREVENTING  FRAUD  AND  ABUSE  IN  DEPARTMENT 

6  OF  HOUSING  AND  URBAN  DEVELOPMENT  PRO- 

7  GRAMS. 

8  (a)   Disclosure   op   Social   Security  Account 

9  Number. — As  a  condition  of  initial  or  continuing  eligibility 

10  for  participation  in  any  program  of  the  Department  of  Hous- 

11  ing  and  Urban  Development  involving  loans,  grants,  interest 

12  or  rental  assistance  of  any  kind,  or  mortgage  or  loan  insur- 

13  ance,  and  to  ensure  that  the  level  of  benefits  provided  under 

14  such  programs  is  proper,  the  Secretary  of  Housing  and 

15  Urban  Development  may  require  that  an  applicant  or  partici- 

16  pant  (including  members  of  the  household  of  an  applicant  or 

17  participant)  disclose  his  or  her  social  security  account  number 

18  or  employer  identification  number  to  the  Secretary. 

19  (b)  Definitions. — ^For  purposes  of  this  section,  the 

20  terms  ''applicant''  and  ''participant"  shall  have  such  mean- 

21  ings  as  the  Secretary  of  Housing  and  Urban  Development  by 

22  regulation  shall  prescribe.  Such  terms  shall  not  include  per- 

23  sons  whose  involvement  is  only  in  their  official  capacity,  such 

24  as  State  or  local  government  officials  or  officers  of  lending 

25  institutions. 
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1  SEC.  288.  ENERGY  CONSERVATION  IN  ASSISTED  HOUSING. 

2  (a)  In  General. — Any  housing  project,  for  which  de- 

3  velopment  or  rehabilitation  is  assisted  under  the  United 

4  States  Housing  Act  of  1937  or  section  202  of  the  Housing 

5  Act  of  1959  and  commences  after  the  1-year  period  following 

6  the  date  of  the  enactment  of  this  Act,  shall  be  developed  or 

7  rehabilitated   in   accordance   with   life-cycle    cost-effective 

8  energy  conservation  performance  standards  established  by 

9  the  Secretary  of  Housing  and  Urban  Development  and  de- 

10  signed  to  ensure  the  lowest  total  construction,  rehabilitation, 

11  and  operating  costs  over  the  estimated  life  of  the  building. 

12  (b)   Construction   Cost   Limits. — The   Secretary 

13  shall  revise  the  cost  limits  applicable  to  the  development  or 

14  rehabilitation  of  housing  assisted  under  the  United  States 

15  Housing  Act  of  1937  and  section  202  of  the  Housing  Act  of 

16  1959  for  purposes  of  taking  into  consideration  life-cyle  costs 

17  of  the  structure  and  major  energy  consuming  heating  and 

18  cooling  systems. 

19  (c)  Regulations. — The  Secretary  of  Housing  and 

20  Urban  Development  shall,  not  later  than  the  expiration  of  the 

21  1-year  period  following  the  date  of  the  enactment  of  this  Act, 

22  issue  regulations  establishing  the  standards  referred  to  in 

23  subsection  (a)  and  revising  the  cost  limits  referred  to  in  sub- 

24  section  (b). 
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1  SEC.  289.  ANNUAL  REPORT  ON  CHARACTERISTICS  OF  FAMI- 

2  LIES  IN  ASSISTED  HOUSING. 

3  (a)  In  General. — The   Secretary  of  Housing  and 

4  Urban  Development  shall  include  in  the  annual  report  under 

5  section  8  of  the  Housing  and  Urban  Development  Act  de- 

6  scriptions  of  the  characteristics  of  families  assisted  under 

7  each  of  the  following  programs  of  assistance:  pubUc  housing, 

8  section  8  of  the  United  States  Housing  Act  of  1937  (other 

9  than  subsection  (o)  of  such  section),  section  8(o)  of  the  United 

10  States  Housing  Act  of  1937,  and  section  202  of  the  Housing 

11  Act  of  1959. 

12  (b)  Specific  Requirements. — The  descriptions  re- 

13  quired  in  subsection  (a)  shall  include  information  with  respect 

14  to— 

15  (1)  family  size,  including  the  number  of  children; 

16  (2)  amount  and  sources  of  family  income; 

17  (3)  the  age,  race,  and  sex  of  family  members;  and 

18  (4)  whether  the  head  of  the  family  (or  the  spouse 

19  of  such  person)  is  a  member  of  the  armed  forces. 

20  SEC.  290.  USE  OF  CERTAIN  EXCESS  RENTAL  CHARGES  FOR  AS- 

21  SISTANCE      FOR      TROUlBLED      MULTIFAMILY 

22  HOUSING  PROJECTS. 

23  Section  236(f)(3)  of  the  National  Housing  Act  is  amend- 

24  ed  by  striking  "1985"  and  inserting  "1988". 
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1  SEC.  291.  HOUSING  DEMONSTRATION  PROJECT. 

2  Section  225(i)  of  the  Housing  and  Urban-Rural  Recov- 

3  ery  Act  of  1983  is  amended  to  read  as  follows: 

4  ''(i)  There  are  authorized  to  be  appropriated  to  carry  out 

5  this  section  $10,000,000  for  fiscal  year  1988.  Any  amount 

6  appropriated  under  this  subsection  shall  remain  avaUable 

7  until  expended.''. 

8  SEC.    292.    FLEXIBLE    SUBSIDY    ASSISTANCE    FOR   CERTAIN 

9  HOUSING  PROJECTS  FOR  ELDERLY  OR  HANDI- 

10  CAPPED  FAMILIES. 

11  (a)  Purposes. — Section  201(a)  of  the  Housing  and 

12  Community  Development  Amendments  of  1978  is  amended 

13  by  inserting  "the  Housing  Act  of  1959,"  after  "1937,". 

14  (b)       Elioibilitt       fob       Assistance. — Section 

15  201(c)(1)(A)  of  the  Housing  and  Community  Development 

16  Amendments  of  1978  is  amended  by  inserting  before  the 

17  semicolon  at  the  end  the  following:  ",  or  received  a  loan 

18  under  section  202  of  the  Housing  Act  of  1959  more  than  15 

19  years  before  the  date  on  which  assistance  is  made  avaUable 

20  under  this  section". 

21  SEC.  293.  HOUSING  ASSISTANCE  TECHNICAL  AMENDMENTS. 

22  (a)  Rental  Housing  fob  Loweb  Income  Fami- 

23  LIES. — The  last  sentence  of  section  236(iKl)  of  the  National 

24  Housing  Act  is  amended  by  striking  ''(h)"  and  inserting 

25  "(fK4)". 


•■4  1 


Digitized  by  VjOOQ IC 


144 

134 

1  (b)  Definition  op  Disability. — Section  3(bK3KA)  of 

2  the  United  States  Housing  Act  of  1937  is  amended — 

3  (1)  by  striking  ''or''  the  first  place  it  appears  and 

4  inserting  a  conuna;  and 

5  (2)  by  striking  "or  in  section  102  of  the  Develop- 

6  mental  Disabilities  Services  and  Facilities  Construction 

7  Amendments  of  1970"  and  inserting  the  following:  ", 

8  has  a  developmental  disability  as  defined  in  section 

9  102(7)  of  the  Developmental  Disabilities  Assistance 

10  and  BiU  of  Rights  Act  (42  U.S.C.  6001(7))". 

11  (c)   LowBE   Income   Housing   Contract   Pbovi- 

12  siONS. — The  first  sentence  of  section  6(a)  of  the  United 

13  States  Housing  Act  of  1937  is  amended  by  inserting  "The" 

14  before  "Secretary". 

15  (d)     Housing     Development     Geants. — Section 

16  17(d)(7)(A)  of  the  United  States  Housing  Act  of  1937  is 

17  amended  by  striking  "title"  and  inserting  "subsection". 

18  (e)    Housing    foe    the    Eldbbly    and    Handi- 

19  CAPPED. — 

20  (1)  The  third  sentence  of  section  202(d)(4)  of  the 

21  Housing  Act  of  1959  is  amended  by  striking  "is  a  de- 

22  velopmentally  disabled  individual  as  defined  in  section 

23  102(5)  of  the  Developmental  Disabilities  Services  and 

24  Facilities  Construction  Amendments  of  1950"  and  in- 

25  sorting  the  following:  "has  a  developmental  disability 
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1  as  defined  in  section  102(7)  of  the  Developmental  Dis- 

2  abilities  Assistance  and  Bill  of  Rights  Act  (42  U.S.C. 

3  6001(7))". 

4  (2)  Section  202(f)  of  the  Housing  Act  of  1959  is 

5  amended  by  striking  ''section  134"  and  inserting  ''sec- 

6  tion  133". 

7  (3)  Section  202(1)  of  the  Housing  Act  of  1959  is 

8  amended  by  striking  ''difference"  and  inserting  "differ- 

9  ent". 

10  (f)  Rent  Supplements.— Section  101(j)(l)(D)  of  the 

11  Housing  and  Urban  Development  Act  of  1965  is  amended  by 

12  striking  "divided"  and  inserting  "dividend". 

13         TITLE  III— RURAL  HOUSING 

14  SEC.  301.  PROGRAM  AUTHORIZATIONS. 

15  (a)  Insurance  and  Guarantee  Authority. — Sec- 

16  tion  513(a)(1)  of  the  Housing  Act  of  1949  is  amended  to  read 

17  as  follows: 

18  ''(a)(1)  The  Secretary  may,  to  the  extent  approved  in 

19  appropriation  Acts,  insure  and  guarantee  loans  under  this 

20  title  during  fiscal  year  1988  in  an  aggregate  amount  not  to 

21  exceed  $3,238,0(X),0(X),  as  follows: 

22  ''(A)  For  insured  or  guaranteed  loans  under  sec- 

23  tion  502  on  behalf  of  borrowers  receiving  assistance 

24  under  section  521(a)(1),  $1,700,000,000. 

25  "(B)  For  loans  under  section  504,  $17,000,000. 
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1  "(C)    For    insured    loans    under    section    514, 

2  $20,000,000. 

3  ''CD)    For    insured    loans    under    section    515, 

4  $1,500,000,000. 

5  "(E)     For     site     loans     under     section     524, 

6  $1,000,000.". 

7  (b)  AuTHOBiZATiON  OP  Appbopbiations. — Section 

8  513(b)  of  the  Housing  Act  of  1949  is  amended  to  read  as 

9  follows: 

10  "(b)  There  are  authorized  to  be  appropriated  for  fiscal 

11  year  1988,  and  to  remain  available  until  expended,  the  fol- 

12  lowing  amounts: 

13  "(1)  For  grants  under  section  504,  $12,500,000. 

14  "(2)  For  purposes  of  section  509(c),  $1,000,000. 

15  "(3)  Such  sums  as  may  be  necessary  to  meet  pay- 

16  ments  on  notes  or  other  obligations  issued  by  the  Sec- 

17  retary  under  section  511  equal  to — 

18  "(A)  the  aggregate  of  the  contributions  made 

19  by  the  Secretary  in  the  form  of  credits  on  princi- 

20  pal  due  on  loans  made  pursuant  to  section  503; 

21  and 

22  "(B)  the  interest  due  on  a  similar  sum  repre- 

23  sented  by  notes  or  other  obligations  issued  by  the 

24  Secretary. 
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1  ''(4)  For  financial  assistance  under  section  516, 

2  $11,000,000. 

3  "(5)  For  grants  under  section  523(f),  $8,000,000. 

4  "(6)  For  grants  under  section  533,  $5,000,000.". 

5  (c)  Rental  Assistance  Payment  Contbacts. — 

6  Section  513(c)  of  the  Housing  Act  of  1949  is  amended  to 

7  read  as  follows: 

8  "(c)(1)  The  Secretary,  to  the  extent  approved  in  appro- 

9  priation  Acts  for  fiscal  year  1988,  may  enter  into  rental  as- 

10  sistance  payment  contracts  under  section  521(aK2KA)  aggre- 

11  gating  $216,000,000. 

12  ''(2)  Any  authority  approved  in  appropriation  Acts  for 

13  fiscal  year  1988  or  any  succeeding  fiscal  year  for  rental  as- 

14  sistance  payment  contracts  under  section  521(a)(2)(A)  shall 

15  be  used  by  the  Secretary — 

16  ''(A)  to  renew  rental  assistance  payment  contracts 

17  that  expire  during  such  fiscal  year; 

18  ''(B)   to  provide   amounts   required  to   continue 

19  rental  assistance  payments  for  the  remaining  period  of 

20  an  existing  contract,  in  any  case  in  which  the  original 

21  amount  of  rental  assistance  is  used  prior  to  the  end  of 

22  the  term  of  the  contract;  and 

23  ''(C)  to  make  additional  rental  assistance  payment 

24  contracts  for  existing  or  newly  constructed  dwelling 
26  units.". 
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1  (d)  Rental  Hottsino  Loan  Authobity. — Section 

2  515(b)(4)  of  the  Housing  Act  of  1949  is  amended  by  striking 

3  "September  30,  1987"  and  inserting  "September  30,  1988". 

4  (e)  Mutual  and  Sblp-Hblp  Housmo  Grant  and 

5  Loan  Authobity. — Section  523(f)  of  the  Housing  Act  of 

6  1949  is  amended  by  striking  "September  30,  1987"  and  in- 

7  serting  "September  30,  1988". 

8  SEC.  302.  INCOBIE  LEVELS  FOR  FAMILY  ELIGIBILITY. 

9  (a)  In  Genbbal. — Section  501(bK4)  of  the  Housing 

10  Act  of  1949  is  amended  by  adding  at  the  end  the  following 

11  new  sentence:  "Notwithstanding  the  preceding  sentence,  the 

12  maximum  income  levels  established  for  purposes  of  this  title 

13  for  such  families  and  persons  in  the  Virgin  Islands  shall  not 

14  be  less  than  the  highest  such  levels  established  for  purposes 

15  of  this  title  for  such  families  and  persons  in  American  Samoa, 

16  Guam,  the  Northern  Mariana  Islands,  and  the  Trust  Terri- 

17  tory  of  the  Pacific  Islands.". 

18  (b)  Applicability. — The  amendment  made  by  subsec- 

19  tion  (a)  shall  be  applicable  to  any  determination  of  eligibility 

20  for  assistance  under  title  Y  of  the  Housing  Act  of  1949  made 

21  on  or  after  the  date  of  the  enactment  of  this  Act. 

22  SEC.  303.  DEFINITION  OF  VERY  LOW-INCOME  FAMILIES. 

23  Section  501(bK4)  of  the  Housing  Act  of  1949  (as 

24  amended  by  section  302  of  this  Act)  is  further  amended  by 

25  adding  at  the  end  the  following  new  sentence:  "For  purposes 
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1  of  assistanoe  under  section  602,  the  term  'very  low-income 

2  families  or  persons'  mean  families  and  persons  whose  in- 
8  comes  do  not  exceed  the  applicable  level  established  pursuant 
4  to  the  preceding  sentences,  or  50  percent  of  the  statewide 
6  nonmetropolitan  median  income  (as  determined  and  adjusted 

6  by  the  Secretary  of  Housing  and  Urban  Development  in  con- 

7  sultation  with   the   Secretary   of  Agriculture),   whichever 

8  amount  is  higher/'. 

9  SEC.  304.  RURAL  HOUSING  ESCROW  ACCOUNTS. 

10  Section  601(e)  of  the  Housing  Act  of  1949  is  amended 

11  by  striking  the  first  sentence  and  inserting  the  following: 

12  'The  Secretary  shall,  not  later  than  60  days  after  the  date  of 
18  the  enactment  of  the  Housing  and  Community  Development 

14  Act  of  1987,  establish  procedures  under  which  any  borrower 

15  under  this  title  may,  at  the  option  of  the  borrower,  make 

16  periodic  payments  for  the  purpose  of  taxes,  insurance,  and 

17  such  other  necessary  expenses  as  the  Secretary  determines  to 

18  be  appropriate.''. 

19  SEC.  805.  REQUIREMENT  OF  LOCAL  CONSULTATION  FOR  DO- 

20  MESTIC  FARM  LABOR  HOUSING. 

21  (a)  Insured  Loan  Pboobam. — Section  514  of  the 

22  Housing  Act  of  1949  is  amended  by  adding  at  the  end  the 
28  following  new  subsection: 

24  ''(i)  The  Secretary  may  not  insure  a  loan  under  this  sec- 

26  tion  (regardless  of  the  number  of  units  proposed  to  be  includ- 
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1  ed  in  the  housing  and  related  facilities  involved)  unless  the 

2  application  for  the  loan  includes  a  certification  that  the  appli- 

3  cant  has  consulted  with  the  unit  of  general  local  government 

4  in  which  the  housing  and  related  facilities  are  to  be  located.". 

5  (b)  Gbant  Pboobam. — Section  516  of  the  Housing 

6  Act  of  1949  is  amended  by  adding  at  the  end  the  following 

7  new  subsection: 

8  **(j)  The  Secretary  may  not  provide  financial  assistance 

9  under  this  section  (regardless  of  the  number  of  units  proposed 

10  to  be  included  in  the  housing  and  related  facilities  involved) 

11  unless  the  application  for  the  financial  assistance  includes  a 

12  certification  that  the  applicant  has  consulted  with  the  unit  or 

13  general  local  government  in  which  the  housing  and  related 

14  facilities  are  to  be  located.''. 

15  (c)  Applicability. — The  amendments  made  by  this 

16  section  shall  apply  only  to  applications  submitted  after  the 

17  date  of  the  enactment  of  this  Act. 

18  SEC.  306.  RURAL  AREA  CLASSIFICATION. 

19  Section  520  of  the  Housmg  Act  of  1949  is  amended  by 

20  striking  "September  30,  1987''  in  the  last  sentence  and  in- 

21  sorting  "September  30,  1988". 

22  SEC.    307.    PROCEDURES    FOR    REDUCTION    OF    INTEREST 

23  CREDITS. 

24  Section  521(aKl)(B)  of  the  Housing  Act  of  1949  is 

25  amended  by  adding  at  the  end  the  following  new  sentence: 


•■4  1 


Digitized  by  VjOOQ IC 


161 

141 

1  ''In  the  case  of  assistance  provided  under  this  subparagraph 

2  with  respect  to  a  loan  under  section  502,  the  Secretary  may 

3  not  reduce,  cancel,  or  refuse  to  renew  the  assistance  due  to 

4  an  increase  in  the  adjusted  income  of  the  borrower  if  the 
6  reduction,  cancellation,  or  nonrenewal  will  cause  the  borrow- 

6  er  to  be  unable  to  reasonably  afford  the  resulting  payments 

7  required  under  the  loan/'. 

8  SEC.  308.  STUDY  OF  MORTGAGE  CREDIT  IN  RURAL  AREAS. 

9  The  Secretary  of  Housing  and  Urban  Development  shall 

10  conduct  a  study  of  the  availability  and  use  of  funds  for  the 

11  purchase  and  improvement  of  residential  real  property  in 

12  rural  areas,  particularly  in  conmiunities  that  have  populations 

13  of  not  more  than  2,500  individuals.  Not  later  than  April  1, 

14  1988,  the  Secretary  shall  submit  to  the  Congress  a  detailed 

15  report  setting  forth  the  findings  of  the  Secretary  as  a  result  of 

16  the  study. 

1 7  SEC.  309.  RURAL  HOUSING  TECHNICAL  AMENDMENTS. 

18  (a)  Definitions. — Section  501(b)(3)  of  the  Housing 

19  Act  of  1949  is  amended  by  striking  ''is  a  developmentally 

20  disabled  individual  as  defined  in  section  102(7)  of  the  Devel- 

21  opment  Disabilities  Services  and  Facilities  Construction  Act" 

22  and  inserting  the  following:  ''has  a  developmental  disability 
28  as  defined  in  section  102(7)  of  the  Developmental  Disabilities 
24  Assistance  and  Bill  of  Rights  Act  (42  U.S.C.  6001(7))". 
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1  (b)  Fabm  Labob  Housmo. — Section  514(0(1)  of  the 

2  Housing  Act  of  1949  is  amended  by  striking  "and"  at  the 

3  end. 

4  (c)    Housing    fob    Eldeblt    Familibs. — Section 

5  515(o)(l)  of  the  Housing  Act  of  1949  is  amended  by  striking 

6  "effective". 

7  (d)  Loans  to  Low-  and  Modebate-Incomb  Fami- 

8  LIES. — Section  521(a)   of  the  Housing  Act   of   1949   is 

9  amended — 

10  (1)  in  paragraph  (1)(A),  by  striking  ",  except"  and 

11  all  that  follows  through  "charges";  and 

12  (2)  in  paragraph  (2)(A),  by  striking  ";  or"  and  in- 

13  serting  ",  or". 

14  (e)  Housing  fob  Rubal  Tbainees. — Section  522(a) 

15  of  the  Housing  Act  of  1949  is  amended  by  striking  the 

16  comma  after  "Health". 

17  (f)  Condominium  Housing. — 

18  (1)  Section  526(a)  of  the  Housing  Act  of  1949  is 

19  amended  by  striking  "and"  the  first  place  it  appears. 

20  (2)  Section  526(c)  of  the  Housing  Act  of  1949  is 

21  amended  by  striking  "and"  the  first  place  it  appears. 

22  (g)  Housing  Pbesebvation  Gbants.— 

23  (1)  Section  533(e)(l)(BKiii)  of  the  Housing  Act  of 

24  1949  is  amended  by  inserting  "to"  before  "refuse". 
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1  (2)  Section  533(g)  of  the  Housing  Act  of  1949  is 

2  amended  by  striking  ''persons  of  low  income  and  very 

3  low-income"  and  inserting  'low  income  families  or 

4  persons  and  very  low-income  families  or  persons''. 

5  TITLE  IV— MORTGAGE  INSURANCE 

6  AND    SECONDARY    MORTGAGE 

7  MARKET  PROGRAMS 

8  Subtitle  A— FHA  Mortgage  Insurance 

9  Programs 

10  SEC.    401.    EXTENSION    OF    FHA    MORTGAGE    INSURANCE 

11  PROGRAMS. 

12  (a)  Title  I  Insubancb. — Section  2(a)  of  the  National 
IS   Housing  Act  is  amended  by  striking  ''September  30,  1987'' 

14  in  the  first  sentence  and  inserting  ''September  30,  1988''. 

15  (b)  General  Insurance.— Section  217  of  the  Nation- 

16  al  Housing  Act  is  amended  by  striking  "September  30, 

17  1987"  and  inserting  "September  30,  1988". 

18  (c)  Low  AND  Moderate  Income  Housing  Insur- 

19  ANCE. — Section  221(0  of  the  National  Housing  Act  is 

20  amended  by  striking  "September  30,  1987"  in  the  fifth  sen- 

21  tence  and  inserting  "September  30,  1988". 

22  (d)  Section  235  HoBisowNBRSHip.— 

23  (1)  Assistance  payments  authority. — Sec- 

24  tion  235(hKl)  of  the  National  Housing  Act  is  amended 
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1  by  striking  "September  30,  1987"  in  the  last  sentence 

2  and  inserting  "September  30,  1988". 

3  (2)  Insubancb  authority. — Section  235(m)  of 

4  the  National  Housing  Act  is   amended  by  striking 

5  "September  30,  1987"  and  inserting  "September  30, 

6  1988". 

7  (3)  Housmo   stimulus   authobity. — Section 

8  235(q)(l)  of  the  National  Housing  Act  is  amended  by 

9  striking  "September  30,   1987"  in  the  last  sentence 

10  and  inserting  "September  30,  1988". 

1 1  (e)  Co-Insubance  . — 

12  (1)  Gbnbbal  authobity. — Section  244(d)  of  the 

13  National  Housing  Act  is  amended  by  striking  "Septem- 

14  ber  30,  1987"  and  inserting  "September  30,  1988". 

15  (2)  Rental   bbhabilitation  and  dbvblop- 

16  MENT   PBOJECTS. — Section    244(h)    of   the   National 

17  Housing  Act  is  amended  by  striking  "September  30, 

18  1987"  in  the  last  sentence  and  inserting  "Septem- 

19  ber  30,  1988". 

20  (0  Geaduatbd  Payment  and  Indexed  Mobtoaoe 

21  Insubancb. — Section  245(a)  of  the  National  Housing  Act  is 

22  amended  by  striking  "September  30,  1987"  in  the  last  sen- 

23  tence  and  inserting  "September  30, 1988". 

24  (g)  Keinsubange  Contbacts. — Section  249(a)  of  the 

25  National  Housing  Act  is  amended  by  striking  "Septem- 
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1  ber  SO,    1987"    in    the    second    sentence    and    inserting 

2  ''September  30,  1988''. 

5  (h)  Abbibd  Sbbvicbs  Housmo  Insubancb. — 

4  (1)  Civilian  BiiPLOTBBS  of  abbibd  fobobs.— 

6  Section  809(0  of  the  National  Housing  Act  is  amended 

6  by  striking  ''September  30,  1987''  in  the  last  sentence 

7  and  inserting  "September  30,  1988". 

8  (2)  DbFBNSB  H0U8IN0  FOB  DiPAOTBD  ABBA8.— 

9  Section  810(k)  of  the  National  Housing  Act  is  amended 

10  by  striking  "September  30,  1987"  in  the  last  sentence 

11  and  mserting  "September  30,  1988". 

12  (i)     Land     Dbyblopbibnt     Insubancb. — Section 

13  1002(a)  of  the  National  Housing  Act  is  amended  by  striking 

14  "September  30,  1987"  in  the  last  sentence  and  inserting 
16   "September  30,  1988". 

16  (j)  Oboup  Pbaotiob  Faciutibs  Insubancb. — Sec- 

17  tion  1101(a)  of  the  National  Housing  Act  is  amended  by 

18  striking  "September  30,  1987"  in  the  last  sentence  and  in- 

19  serting  "September  30,  1988". 

20  SEC.  402.  limitation  ON  AMOUNT  TO  BE  INSURED  UNDER 

21  NATIONAL  HOUSING  ACT. 

22  Section  631  of  the  National  Housing  Act  is  amended  to 

23  read  as  follows: 
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1  "limitation  on  COIOOTMENTS  TO  IN8UBE  LOANS  AND 

2  M0BT0A0E8 

3  "Sec.  531.  (a)  The  authority  of  the  Secretary  to  enter 

4  into  commitments  to  insure  loans  and  mortgages  under  this 

5  Act  shall  be  effective  for  any  fiscal  year  only  to  such  extent 

6  or  in  such  amoimts  as  are  or  have  been  provided  in  appro- 

7  priation  Acts  for  such  fiscal  year. 

8  "(b)  Notwithstanding  any  other  provision  of  law  and 

9  subject  only  to  the  absence  of  qualified  requests  for  insurance, 

10  to  the  authority  provided  in  this  Act,  and  the  limitation  in 

11  subsection  (a),  the  Secretary  shall  enter  into  commitments 

12  during  fiscal  year  1988  to  insure  mortgages  under  this  Act 

13  with  an  aggregate  principal  amount  of  $100,000,000,000.". 

14  SEC.  403.  LIMITATION  ON  FEDERAL  HOUSING  ADMINISTRA- 

15  TION  INSURANCE  PREMIUMS. 

16  (a)  In  General. — Section   203(c)   of  the  National 

17  Housing  Act  is  amended  by  striking  the  subsection  designa- 

18  tion  and  the  first  sentence  and  inserting  the  following: 

19  "(c)(1)(A)  The  Secretary  may  fix  premium  charges  for 

20  the  insurance  of  mortgages  or  loans  under  the  separate  sec- 

21  tions  of  this  title,  subject  to  the  provisions  of  this  paragraph. 

22  "(B)  The  premium  charge  shall  not  be  more  than  an 

23  amoimt  equal  to  3.8  percent  of  the  principal  obligation  of  the 

24  mortgage  or  loan,  nor  more  than  an  amount  equal  to  0.50 

25  percent  per  annum  of  the  principal  obligation  of  the  mortgage 
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1  or  loan  outstandmg  at  any  time  without  taking  into  account 

2  delinquent  payments  or  prepayments,  in  the  case  of  any 

3  mortgage  or  loan — 

4  ''(9  insured  under  this  title  and  secured  by  a  1-  to 

5  4-&unfly  dwelling;  or 

6  "(ii)  otherwise  insured  under  any  of  the  following 

7  provisions:  subsection  (b),  subsection  (h),  subsection  (i), 

8  subsection   (n),   subsection   (k),    section   220,    section 

9  220(h),  section  221(dX2),  section  222,  section  223(e), 

10  section  234,  section  235,  section  237,  section  238(c), 

11  or  section  240. 

12  "(C)  In  the  case  of  any  mortgage  or  loan  insured  under 

13  this  title  that  is  not  subject  to  subparagraph  (B)  or  (D),  the 

14  premium  charge  shall  not  be  more  than  an  amount  equivalent 

15  to  1  percent  per  annum  of  the  principal  obligation  of  the 

16  mortgage  or  loan  outstanding  at  any  time,  without  taking 

17  into  account  delmquent  payments  or  prepayments. 

18  "(D)  In  the  case  of  insurance  under  section  245,  247, 

19  251,  252,  or  253,  or  any  other  financing  mechanism  provid- 

20  ing  alternative  methods  for  repayment  of  a  mortgage  or  loan 

21  that  is  determined  by  the  Secretary  to  involve  additional 

22  risk— 

23  "(i)  the  premium  charges  may  be  different  from 

24  the   premium   charges   for  mortgages   insured   under 

25  other  provisions  of  this  section; 
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1  "(ii)  the  premium  charges  shall  be  fixed  by  the 

2  Secretary  at  a  level  not  more  than  necessary  to  create 

3  reserves  sufficient  to  meet  anticipated  claims  based 

4  upon  actuarial  analysis  and  to  compensate  for  actual 

5  administrative  expenses,  but  for  no  other  purpose;  and 

6  ''(iii)  the  Secretary  shall  submit  to  the  Congress 

7  not  less  than  90  days  before  any  increase  in  any  such 

8  premium  charge  a  certification  that  the  increase  is 

9  solely  for  the  purpose  specified  in  clause  (ii). 

10  **(E){i)  Except  as  provided  in  clause  (ii),  any  reduced 

11  premium  charge  so  fixed  and  computed  may,  in  the  discretion 

12  of  the  Secretary,  also  be  made  applicable  in  such  manner  as 

13  the  Secretary  shall  prescribe  to  each  insured  mortgage  or 

14  loan  outstanding  imder  the  section  or  sections  involved  at  the 

15  time  the  reduced  premium  charge  is  fixed. 

16  ''(ii)  The  amendments  made  to  this  paragraph  by  the 

17  Housing  and  Community  Development  Act  of  1987  shall  not 

18  be  applicable  to  the  insurance  of  any  mortgage  or  loan  under 

19  this  title  pursuant  to  a  commitment  to  insure  entered  into 

20  before  the  date  of  the  enactment  of  such  Act.". 

21  (b)  CoNFOBMiNO  Amendments. — 

22  (1)  Section  203(c)  of  the  National  Housing  Act  is 

23  amended — 
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1  (A)  by  inserting  "{2Y*  before  the  second  sen- 

2  tence  and  redesignating  such  sentence  as  a  para- 

3  graph  (2); 

4  (B)  by  inserting  "(3)"  before  the  third  sen- 
6  tence  and  redesignating  such  sentence  as  a  para- 

6  graph  (3); 

7  (C)  by  inserting  "(4)"  before  the  fourth  sen- 

8  tence  and  redesignating  such  sentence  as  a  para- 

9  graph  (4);  and 

10  (D)  in   the   last  proviso,   by  redesignating 

11  clauses   (1)   and   (2)   as   clauses   (A)   and   (B), 

12  respectively. 

13  (2)  The  first  sentence  of  section  220(h)(6)  of  the 

14  National  Housing  Act  is  amended  to  read  as  follows: 
16  "The  Secretary  may  fix  premium  charges  for  the  insur- 

16  ance  of  home  improvement  loans  under  this  subsection, 

17  subject  to  section  203(c)(1)(B)/'. 

18  SEC.  404.  PROHIBITION  OF  USE  OF  SINGLE  FAMILY  MORT- 

19  GAGE  INSURANCE  BY  INVESTORS. 

20  (a)  In  Oenebal. — Section  203  of  the  National  Housing 

21  Act  is  amended  by  inserting  the  following  new  subsection 

22  before  subsection  (h): 

28  "(g)(1)  The  Secretary  may  insure  a  mortgage  under  this 

24  title  that  is  secured  by  a  1-  to  4-family  dwelling,  or  approve  a 

26  substitute  mortgagor  with  respect  to  any  such  mortgage,  only 
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1  if  the  mortgagor  is  to  occupy  the  dwelling  as  his  or  her  prin- 

2  cipal  residence  or  as  a  secondary  residence,  as  determined  by 

3  the  Secretary. 

4  "(2)  The  occupancy  requirement  established  in  para- 

5  graph  (1)  shall  not  apply  to  any  mortgagor  (or  co-mortgagor, 

6  as  appropriate)  that  is — 

7  "(A)  a  public  entity,  as  provided  in  section  214  or 

/ 

8  247; 

9  "(B)  a  private  nonprofit  or  public  entity,  as  pro- 

10  vided  in  section  221(h)  or  235(j); 

11  "(C)  an  Indian  tribe,  as  provided  in  section  248; 

12  .        or 

13  "(D)  a  serviceperson  who  is  unable  to  meet  such 

14  requirement  because  of  his  or  her  duty  assignment,  as 

15  provided  in  section  216  or  subsection  (b)(4)  or  (f)  of 

16  section  222. 

17  "(3)  For  purposes  of  this  subsection,  the  term  'substitute 

18  mortgagor'  means  a  person  who,  upon  the  release  by  a  mort- 

19  gagee  of  a  previous  mortgagor  from  personal  liability  on  the 

20  mortgage  note,  assumes  such  liability  and  agrees  to  pay  the 

2 1  mortgage  debt. ' ' . 

22  (b)  Conforming  Amendments. — 

23  (1)  Section  203(b)(2)  of  the  National  Housing  Act 

24  is  amended — 
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1  (A)  in  the  first  sentence,  by  striking  "(wheth- 

2  er"  and  all  that  follows  through  "purposes)'';  and 
8  (B)  in  the  second  sentence,  by  striking  the 
4  following:  "to  be  occupied  as  a  principal  residence 
6  of  the  owner". 

6  (2)  Section  208(b)  of  the  National  Housing  Act  is 

7  amended  by  striking  paragraph  (8). 

8  (8)  Section  208(h)  of  the  National  Housing  Act  is 

9  amended  by  striking  "is  the  owner  and  occupant  and''. 

10  (4)  Section  203(i)  of  the  National  Housing  Act  is 

11  amended — 

12  (A)  by  striking  the  first  proviso;  and 

18  (B)  by  striking  ^'farther''  the  first  place  it  ap- 

14  pears. 

15  (5)  The  first  sentence  of  section  203(oK2)  of  the 

16  National    Housing    Act    is    amended    by    striking 

17  "occupant". 

18  (6)  The  first  sentence  of  section  208(pK2)  of  the 

19  National  Housing  Act  is  amended  by  striking  "owner- 

20  occupant"  and  inserting  "owner". 

21  (7)  The  fourth  sentence  of  section  214  of  the  Na- 

22  tional  Housing  Act  is  amended  by  striking  the  follow- 
28  ing:  "shall  be  the  owner  and  occupant  of  the  property 
24     .      or". 
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1  (8)  Section  216  of  the  National  Housing  Act  is 

2  amended — 

3  (A)  by  striking  ''that  the  mortgagor  be  the 

4  occupant"  and  inserting  "with  respect  to  the  oc- 

5  cupancy  of  the  mortgagor";  and 

6  (B)  by  striking  "occupy  the  property"  each 

7  place  it  appears  and  inserting  "meet  such  require- 

8  ment". 

9  (9)  Section  220(d)(3)(A)  of  the  National  Housing 

10  Act  is  amended — 

11  (A)  by  inserting  "and"  at  the  end  of  clause 

12  (i); 

13  (B)  by  striking  clauses  (ii)  and  (iii); 

14  (C)  in  clause  (iv),  by  striking  the  following: 

15  "(except  as  provided  in  clause  (iii))";  and 

16  CD)  by  redesignating  clause  (iv)  as  clause  (ii). 

17  (10)  Section  221(d)(2)  of  the  National  Housing 

18  Act  is  amended — 

19  (A)  by  striking  the  colon  at  the  end  of  sub- 

20  paragraph  (A)(iv)   and  all   that  follows   through 

21  **Provided  further,   That"  the  first  place  it  ap- 

22  pears,  and  inserting  ",  except  that"; 

23  (B)  by  striking  ''Provided,  That  (i)"  and  all 

24  that  follows  through  "(1)  in"  and  inserting  the  fol- 

25  lowing:  ''Provided,  That  (iKD  in"; 
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1  (C)  by  striking  the  penultimate  proviso;  and 

2  (D)  in  the  last  proviso,  by  striking  the  fol- 
8  lowing:  *\  if  the  mortgagor  is  the  owner  and  oo- 

4  cupant  of  the  property  such"  and  inserting  "the". 

5  (11)  Section  221(d)(6)(ii)  of  the  National  Housing 

6  Act  is   amended  by  striking  the   following:   "is  an 

7  owner-occupant  of  the  property  and". 

8  (12)  The  first  sentence  of  section  221(hK6)  of  the 

9  National  Housing  Act  is  amended  by  striking  "and  oc- 

10  cupied". 

11  (13)  Section  221(h)(8)  of  the  National  Housing 

12  Act  is  amended  by  striking  the  following:  "if  one  of  the 

13  units  is  to  be  occupied  by  the  owner". 

14  (14)  Subsections  (b)(4)  and  (f)  of  section  222  of 

15  the  National  Housing  Act  are  amended  by  inserting 

16  "as  a  principal  residence"  after  "occupies  the  proper- 

17  ty"  each  place  it  appears. 

18  (15)  Section  228(a)  of  the  National  Housing  Act 

19  is  amended  by  inserting  after  "this  Act,"  the  first  place 

20  it  appears  the  following:  "other  than  the  limitation  in 

21  section  208(g),". 

22  (16)  The  first  sentence  of  section  223(e)  of  the 
28  National  Housing  Act  is  amended  by  inserting  after 

24  "title  XI,"  the  following:  "other  than  the  limitation  in 

25  section  203(g),". 
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1  (17)  Section  234(c)  of  the  National  Housing  Act 

2  is  amended  by  striking  the  fourth  sentence. 

3  (18)  Section  235(iK3KA)  of  the  National  Housing 

4  Act  is  amended  by  striking  the  following:  "one  of  the 

5  units  of  which  is  to  be  occupied  by  the  owner  and". 

6  (19)  Section  235(j)(6)  of  the  National  Housing  Act 

7  is  amended  by  striking  the  following:  "if  one  of  the 

8  imits  is  to  be  occupied  by  the  owner". 

9  (c)  Repeal  of  Vacation  and  Seasonal  Home  In- 

10  SUBANCE  Pboobam. — Scction  203  of  the  National  Housing 

11  Act  is  amended  by  striking  subsection  (m). 

12  (d)  Applicability. — The  amendments  made  by  this 

13  section  shall  apply  only  with  respect  to — 

14  (1)  mortgages  insured — 

15  (A)  pursuant  to  a  conditional  commitment 

16  issued  on  or  after  the  date  of  the  enactment  of 

17  this  Act;  or 

18  (B)  in  accordance  with  the  direct  endorse- 

19  ment  program  (24  CFR  200.163),  if  the  approved 

20  underwriter  of  the  mortgagee  signs  the  appraisal 

21  report  for  the  property  on  or  after  the  date  of  the 

22  enactment  of  this  Act;  and 

23  (2)  the  approval  of  substitute  mortgagors,  referred 

24  to  in  the  amendment  made  by  subsection  (a),  if  the 

25  original  mortgagor  was  subject  to  such  amendment. 


•■IB 


Digitized  by  VjOOQ IC 


166 

155  \     . 

1  (e)  Tbansition  Provisions. — Any  mortgage  instir- 

2  ance  provided  under  title  11  of  the  National  Housing  Act,  as 

3  it  existed  immediately  before  the  date  of  the  enactment  of 

4  this  Act,  shall  continue  to  be  governed  (to  the  extent  applica- 

5  ble)  by  the  provisions  specified  in  subsections  (a)  through  (c), 

6  as  such  provisions  existed  immediately  before  such  date. 

7  SEC.    406.    ACTIONS    TO    REDUCE    LOSSES    UNDER    SINGLE 

8  FAMILY  MORTGAGE  INSURANCE  PROGRAM. 

9  Section  208  of  the  National  Housing  Act  is  amended  by 

10  adding  at  the  end  the  following  new  subsections: 

11  "(r)  The  Secretary  shall  take  appropriate  actions  to 

12  reduce  losses  under  the  mortgage  insurance  program  carried 
18  out  under  this  section.  Such  actions  shall  include — 

14  ''(1)   independent   verification   by   the   Secretary 

15  after  loan  approval  of  the  ability  of  borrowers  to  pay, 

16  to  be  carried  out  by  the  least  expensive  method  of  veri- 

17  fication — 

18  **(A)  with  respect  to  not  less  than  10  percent 

19  of  the  mortgage  applications  submitted  by  each 

20  lender  in  both  the  direct  endorsement  and  prior 

21  approval  programs;  and 

22  ''(B)  with  respect  to  not  less  than  20  percent 
28  of  the  mortgage  applications  involving  properties 

24  located  in  units  of  general  local  government  (as 

25  defined  in  section  102  of  the  Housing  and  Com- 
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h  munity  Development  Act  of  1974)  where  the  de- 

2  ~  fault  rate  on  mortgages  msured  under  this  section 

3  exceeds  120  percent  of  the  national  default  rate 

4  on  such  mortgages  during  the  most  recent  12- 

5  month  period  for  which  data  are  available; 

6  "(2)  an  annual  review  by  the  Secretary  of  the 

7  rate  of  early  serious  defaults  and  claims,  in  accordance 

8  with  subsection  (t); 

9  ''(3)  independent  verification  by  the  Secretary  of 

10  all  credit  reports  indicating  no  prior  credit  history; 

11  "(4)  independent  verification  by  the  Secretary  of 

12  all  appraisals  involving  investor-owned  property  that  is 

13  acquired  by  the  investor  less  than  12  months  prior  to 

14  the  date  of  the  mortgage  application;  and 

15  ''(5)  requiring  reviews  of  the  credit  standing  of 

16  each  person  seeking  to  assume  a  mortgage  insured 

17  under  this  section  during  the  24-month  period  follow- 

18  ing  (A)  the  date  on  which  the  mortgage  is  endorsed  for 

19  insurance;  or  (B)  the  date  of  a  previous  assumption  of 

20  the  mortgage. 

21  ''(s)  In  conducting  field  reviews  of  appraisals,  the  Secre- 

22  tary  may  not  use  the  services  of  fee  appraisers  who  are  em- 

23  ployed  by  the  Secretary  to  appraise  single-family  dwellings 

24  that  are  subject  to  mortgages  insured  under  this  title. 
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1  "(tKD  To  reduce  losses  in  connection  with  mortga^^e  in- 

2  surance  programs  under  this  section,  the  Secretary  shall 

3  review,  not  less  than  annually,  the  rate  of  early  serious  de- 

4  faults  and  claims  involving  mortgagees  approved  under  this 

5  section.  On  the  basis  of  the  review,  the  Secretary  shall  notify 

6  each  mortgagee  that,  as  determined  by  the  Secretary,  has  an 

7  above-normal  rate  of  early  serious  defaults  and  claims  during 

8  the  preceding  year.  In  the  notification,  the  Secretary  shall 

9  require  each  mortgagee  to  submit  a  report,  by  a  date  deter- 

10  mined  by  the  Secretary,  that  contains  (A)  an  explanation  for 

11  the  above-normal  rate  of  early  serious  defaults  and  claims; 

12  (B)  a  plan  for  corrective  action,  both  with  respect  to  mort- 

13  gages  in  default  and  the  general  mortgage-processing  system 

14  of  the  mortgagee;  and  (C)  the  date  by  which  the  corrective 

15  action  will  be  begun  and  completed.  If  the  Secretary  does  not 

16  agree  with  the  plan  or  schedule  for  implementation,  a  mutu- 

17  ally  agreeable  plan  and  schedule  shall  be  determined. 

18  ''(2)  Failure  of  a  mortgagee  to  submit  a  report  accepta- 

19  ble  to  the  Secretary  by  the  date  determined  by  the  Secretary 

20  or  to  commence  or  complete  the  plan  for  corrective  action  by 

21  the  date  agreed  upon  by  the  Secretary  may  be  cause  for  sus- 

22  pension  of  the  mortgagee  from  participation  in  programs 
28  under  this  Act.". 


•■4  1 

Digitized  by  VjOOQ IC 


168 
158 

1  SEC.  40ft.  REFINANCING  MORTGAGE  INSURANCE  FOR  HOSPI- 

2  TALS,  NURSING  HOMES,  INTERMEDIATE  CARE 

3  FACILITIES,  AND  BOARD  AND  CARE  HOBfES. 

4  (a)  State  Certification  Sequibement. — Section 

5  223(0(4)(D)  of  the  National  Housing  Act  is  amended  to  read 

6  as  follows: 

7  "(D)  the  applicable  requirements  for  certificates, 

8  studies,  and  statements  of  section  232  (for  the  existing 

9  nursing  home,   intermediate  care  facility,  board  and 

10  care  home,  or  any  combination  thereof,  proposed  to  be 

11  refinanced)  or  of  section  242  (for  the  existing  hospital 

12  proposed  to  be  refinanced)  have  been  met.". 

13  (b)  Refinancing  Insurance  fob  Nubsing  Homes, 

14  Intebmediate  Cabe  Facilities,  and  Boabd  and  Cabe 

15  Homes. — Section  223(f)  of  the  National  Housing  Act  is 

16  amended — 

17  (1)  in  paragraph  (1),  by  inserting  after  "existing 

18  hospital"  the  following:  ''(or  existing  nursing  home,  ex- 

19  is  ting  intermediate   care   facility,   existing  board  and 

20  care  home,  or  any  combination  thereof)";  and 

21  (2)  in  paragraph  (4)  (other  than  in  subparagraph 

22  (D)),  by  inserting  after  "existing  hospital"  each  place  it 

23  appears  the  following:  "(or  existing  nursing  home,  ex- 

24  isting  intermediate  care  facility,   existing  board  and 

25  care  home,  or  any  combination  thereoO". 
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1  (c)  Regulations.— The  Secretary  of  Housing  and 

2  Urban  Development  shall  issue  such  regulations  as  may  be 

3  necessary  to  carry  out  the  amendment  made  by  this  section 

4  by  not  later  than  the  expiration  of  the  90-day  period  follow- 

5  ing  the  date  of  the  enactment  of  this  Act. 

6  SEC.  407.  MORTGAGE  INSURANCE  FOR  NURSING  HOMES,  IN- 

7  TERMEDIATE  CARE   FACILITIES,  AND   BOARD 

8  AND  CARE  HOMES. 

9  (a)  Insurance  fob  Public  Nubsing  Homes. — Sec- 

10  tion  232(b)(1)  of  the  National  Housing  Act  is  amended  by 

11  inserting  "public  facility,"  before  "proprietary". 

12  (b)  Rbquibement  of  State  Appboval. — Section 
18  232(d)(4)(A)  of  the  National  Housing  Act  is  amended  by  in- 
14  sertmg  at  the  end  the  following  new  sentences:  "If  no  such 
16  State  agency  exists,  or  if  the  State  agency  exists  but  is  not 

16  empowered  to  provide  a  certification  that  there  is  a  need  for 

17  the  home  or  facility  or  combined  home  and  facility  as  re- 

18  quired  in  clause  (i)  of  the  first  sentence,  the  Secretary  shall 

19  not  insure  any  mortgage  under  this  section  unless  (i)  the 

20  State  in  which  the  home  or  facility  or  combined  home  and 

21  facility  is  located  has  conducted  or  commissioned  and  paid  for 

22  the  preparation  of  an  independent  study  of  market  need  and 
28  feasibility  that  (I)  is  prepared  in  accordance  with  the  princi- 
24  pies  established  by  the  American  Institute  of  Certified  Public 
26  Accountants;  (II)  assesses,  on  a  marketwide  basis,  the  impact 
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1  of  the  proposed  home  or  facility  or  combined  home  and  facili- 

2  ty  on,  and  its  relationship  to,  other  health  care  facilities  and 

3  services,  the  percentage  of  excess  beds,  demographic  projec- 

4  tions,  alternative  health  care  delivery  systems,  and  the  reim- 

5  bursement  structure  of  the  home,  facility,  or  combined  home 

6  and  facility;  (in)  is  addressed  to  and  is  acceptable  to  the 

7  Secretary  in  form  and  substance;  and  (TV)  in  the  event  the 

8  State  does  not  prepare  the  study,  is  prepared  by  a  financial 

9  consultant  selected  by  the  State  and  approved  by  the  Secre- 

10  tary;  and  (ii)  the  State  complies  with  the  other  provisions  of 

11  this  subparagraph  that  would  otherwise  be  required  to  be  met 

12  by  a  State  agency  designated  in  accordance  with  section 

13  604(a)(1)  or  section  1521  of  the  Public  Health  Service  Act. 

14  The  proposed  mortgagor  may  reimburse  the  State  for  the 

15  cost  of  the  independent  feasibility  study  required  in  the  pre- 

16  ceding  sentence.''. 

17  (c)  Regulations. — The  Secretary  of  Housing  and 

18  Urban  Development  shall  issue  such  regulations  as  may  be 

19  necessary  to  carry  out  the  amendments  made  by  this  section 

20  by  not  later  than  the  expiration  of  the  90-day  period  follow- 

21  ing  the  date  of  the  enactment  of  this  Act. 

22  SEC.  408.  REQUIREMENT  OF  STATE  APPROVAL  FOR  MORT- 

23  GAGE  INSURANCE  FOR  HOSPITALS. 

24  (a)  In  Oenebal. — Section  242(d)(4)  of  the  National 

25  Housing  Act  is  amended  by  inserting  at  the  end  the  foUowing 

•■4  11 


Digitized  by  VjOOQ IC 


171 

161 

1  new  sentences:  ''U  no  such  State  agency  exists,  or  if  the 

2  State  agency  exists  but  is  not  empowered  to  provide  a  certifi- 

3  cation  that  there  is  a  need  for  the  hospital  as  set  forth  in 

4  clause  (A)  of  the  first  sentence,  the  Secretary  shall  not  insure 

5  any  mortgage  imder  this  section  unless  (A)  the  State  in  which 

6  the  hospital  is  located  has  conducted  or  commissioned  and 

7  paid  for  the  preparation  of  an  independent  study  of  market 

8  need  and  feasibility  that  (i)  is  prepared  in  accordance  with  the 

9  principles  established  by  the  American  Institute  of  Certified 

10  Public  Accoimtants;  (ii)  assesses,  on  a  marketwide  basis,  the 

11  impact  of  the  proposed  hospital  on,  and  its  relationship  to, 

12  other  health  care  facilities  and  services,  the  percentage  of 

13  excess  beds,  demographic  projections,  alternative  health  care 

14  delivery  systems,  and  the  reimbursement  structure  of  the 

15  hospital;  (iii)  is  addressed  to  and  is  acceptable  to  the  Secre- 

16  tary  in  form  and  substance;  and  (iv)  in  the  event  the  State 

17  does  not  prepare  the  study,  is  prepared  by  a  financial  consult- 

18  ant  selected  by  the  State  and  approved  by  the  Secretary;  and 

19  (B)  the  State  complies  with  the  other  provisions  of  this  para- 

20  graph  that  would  otherwise  be  required  to  be  met  by  a  State 

21  agency  designated  in  accordance  with  section  604(aKl)  or 

22  section  1521  of  the  Public  Health  Service  Act.  The  proposed 

23  mortgagor  may  reimburse  the  State  for  the  cost  of  the  inde- 

24  pendent    feasibility     study    required    in     the    preceding 

25  sentence.". 
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1  (b)  Regulations. — The  Secretary  of  Housing  and 

2  Urban  Development  shall  issue  such  regulations  as  may  be 

3  necessary  to  carry  out  the  amendment  made  by  this  section 

4  by  not  later  than  the  expiration  of  the  90-day  period  foUow- 

5  ing  the  date  of  the  enactment  of  this  Act. 

6  SEC.  409.  MORTGAGE  INSURANCE  ON  HAWAIIAN  HOBfE  LANDS 

7  AND  INDIAN  RESERVATIONS. 

8  (a)  Applicability  op  Mortgage  Insurance  on 

9  Hawaiian  Home  Lands. — Section  247(cKl)  of  the  Nation- 

10  al  Housing  Act  is  amended  by  inserting  before  the  period  at 

11  the  end  the  following:  ''(or,  in  the  case  of  an  individual  who 

12  succeeds  a  spouse  or  parent  in  an  interest  in  a  lease  of  Ha- 

13  waiian  home  lands,  such  lower  percentage  as  may  be  estab- 

14  lished  for  such  succession  imder  section  209  of  the  Hawaiian 

15  Homes  Commission  Act,  1920,  or  imder  the  corresponding 

16  provision  of  the  Constitution  of  the  State  of  Hawaii  adopted 

17  imder  section  4  of  the  Act  entitled  'An  Act  to  provide  for  the 

18  admission  of  the  State  of  Hawaii  into  the  Union',  approved 

19  March  18,  1959  (73  Stat.  5))". 

20  (b)  Mortgage   Insurance   on  Hawaiian  Hobce 

21  Lands    as    Obligations    op    General    Insurance 

22  Fund. — Section    247    of   the    National    Housing   Act   is 

23  amended — 

24  (1)  by  redesignating  subsection  (c)  as  subsection 

25  (d);  and 
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1  (2)  by  inserting  after  subsection  (b)  the  foUowing 

2  new  subsection: 

3  ''(c)  Notwithstanding  any  other  provision  of  this  Act, 

4  the  insurance  of  a  mortgage  using  the  authority  contained  in 

5  this  section  shall  be  the  obligation  of  the  General  Insurance 

6  Fund  established  in  section  519.  The  mortgagee  shall  be  eli- 

7  gible  to  receive  the  benefits  of  insurance  as  provided  in  sec- 

8  tion  204  with  respect  to  mortgages  insured  pursuant  to  this 

9  section,  except  that  (1)  all  references  in  section  204  to  the 

10  Mutual  Mortgage  Insurance  Fund  or  the  Fund  shall  be  con- 

11  strued  to  refer  to  the  General  Insurance  Fund;  and  (2)  all 

12  references  in  section  204  to  section  203  shall  be  construed  to 

13  refer  to  the  section  imder  which  the  mortgage  is  insured.". 

14  (c)  MoBTOAOE  Insubance  on  Indian  Resebvations 

15  AS  Obligations  op  Genebal  Insubance  Fund. — Sec- 

16  tion  248  of  the  National  Housing  Act  is  amended — 

17  (1)  in  paragraphs  (3)  and  (5)  of  subsection  (f),  by 

18  striking  ''insurance  fund''  each  place  it  appears  and  in- 

19  sorting  ''General  Insurance  Fund''; 

20  (2)  by  redesignating  subsections  (f),  (g),  and  (h)  as 

21  subsections  (g),  (h),  and  (i),  respectively;  and 

22  (3)  by  inserting  after  subsection  (e)  the  following 

23  new  subsection: 

24  "(f)  Notwithstanding  any  other  provision  of  this  Act,  the 

25  insurance  of  a  mortgage  using  the  authority  contained  in  this 
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1  section  shall  be  the  obligation  of  the  General  Insurance  Fund 

2  established  in  section  519.  The  mortgagee  shall  be  eligible  to 

3  receive  the  benefits  of  insurance  as  provided  in  section  204 

4  with  respect  to  mortgages  insured  pursuant  to  this  section, 

5  except  that  (1)  all  references  in  section  204  to  the  Mutual 

6  Mortgage  Insurance  Fund  or  the  Fund  shall  be  construed  to 

7  refer  to  the  General  Insurance  Fund;  and  (2)  all  references  in 

8  section  204  to  section  203  shall  be  construed  to  refer  to  the 

9  section  imder  which  the  mortgage  is  insured.". 

10  SEC.  410.  INCREASE  IN  AUTHORITY  TO  INSURE  ADJUSTABLE 

1 1  RATE  SINGLE  FAMILY  MORTGAGES. 

12  (a)   In   General. — Section   251(c)   of  the   National 

13  Housing  Act  is  amended  to  read  as  follows: 

14  "(c)  The  aggregate  number  of  mortgages  and  loans  in- 

15  sured  imder  this  section  in  any  fiscal  year  may  not  exceed  20 

16  percent  of  the  aggregate  number  of  mortgages  and  loans  in- 

17  sured  by  the  Secretary  imder  this  title  during  the  preceding 

18  fiscal  year.". 

19  (b)  CONFOBBONO  AMENDMENTS. — 

20  (1)  Section  245(c)  of  the  National  Housing  Act  is 

21  amended  in  the  last  sentence  by  striking  '',  section 

22  251/'. 

23  (2)  Section  252(g)  of  the  National  Housing  Act  is 

24  amended — 
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1  (A)  by  striking  the  first  comma  and  inserting 

2  "and";  and 

3  (B)  by  striking  ",  and  section  251''. 

4  SEC.  411.  PENALTIES  FOR  EQUITY  SKIMMING. 

5  (a)  PUBCHASE  OF  DWELLING  SUBJECT  TO  LOAN  IN 

6  Default. — Section  912  of  the  Housing  and  Urban  Devel- 

7  opment  Act  of  1970  is  amended — 

8  (1)  in  paragraph  (1),  by  inserting  ''(including  con- 

9  dominiums  and  cooperatives)''  after  ''dwellings"; 

10  (2)  in  paragraph  (2),  by  inserting  after  "due"  the 

11  following:  ",  regardless  of  whether  the  purchaser  is  ob- 

12  ligated  on  the  loan";  and 

13  (3)  in  the  matter  following  paragraph  (3) — 

14  (A)    by    striking    "$5,000"    and    mserting 

15  "$250,000";  and 

16  (B)  by  striking  "three"  and  inserting  "5". 

17  (b)  Use  op  Funds  Debived  Fbom  Pbopebty  Sub- 

18  JECT  TO  Loan  in  Default. — Title  H  of  the  National 

19  Housing  Act  is  amended  by  adding  at  the  end  the  following 

20  new  section: 

21  "equity  SKDOilNG  PENALTY 

22  "Sec.  254.  Whoever,  as  an  owner,  agent,  or  manager, 

23  or  who  is  otherwise  in  custody,  control,  or  possession  of  prop- 

24  erty  that  is  security  for  a  mortgage  note  that  is  insured,  ac- 

25  quired,  or  held  by  the  Secretary  pursuant  to  3ection  203, 

26  207,  213,  220,  221(dK3),  221(dK4),  223(f),  231,  232,  234, 
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1  236,  238(c),  241,  242,  244,  608,  or  810,  or  title  XI,  or  is 

2  made  pursuant  to  section  202  of  the  Housing  Act  of  1959, 

3  willfully  uses  or  authorizes  the  use  of  any  part  of  the  rents, 

4  assets,  proceeds,  income  or  other  funds  derived  from  property 

5  covered  by  such  mortgage  note  during  a  period  when  the 

6  mortgage  note  is  in  default  or  the  project  is  in  a  nonsurplus 

7  cash  position  as  defined  by  the  regulatory  agreement  cover- 

8  ing  such  property,  for  any  purpose  other  than  to  meet  actual 

9  or  necessary  expenses  that  include  expenses  approved  by  the 

10  Secretary  if  such  approval  is  required  under  the  terms  of  the 

11  regulatory  agreement,  shall  be  fined  not  more  than  $250,000 

12  or  imprisoned  not  more  than  5  years,  or  both/'. 

13  "(c)  CONFOBBONO  AMENDMENTS. — ScCtioU  239  of  the 

14  National  Housing  Act  is  amended — 

15  (1)  by  striking  "insubed''  in  the  section  heading; 

16  (2)  by  striking  "(a)''  after  "Sec.  239.";  and 

17  (3)  by  striking  subsection  (b). 

18  SEC.   412.   AUTHORITY   FOR  SECRETARY  TO   IMPOSE   CIVIL 

19  MONEY  PENALTIES  ON  MORTGAGEES. 

20  (a)  In  General. — Title  n  of  the  National  Housing  Act 

21  (as  amended  by  section  411  of  this  Act)  is  further  amended 

22  by  adding  at  the  end  the  following  new  section: 

23  "AUTHORITY  FOR  SECRETARY  TO  IMPOSE  CIVIL  MONEY 

24  PENALTIES  ON  MORTGAGEES 

25  "Sec.  255.  (a)  In  General.— 
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1  "(1)  Whenever  a  mortgagee  approved  under  sec- 

2  tion  203  violates  any  of  the  requirements  of  this  Act, 

3  as  set  forth  in  subsection  (b)»  the  Secretary  may  impose 

4  a  civil  money  penalty  on  the  mortgagee  in  accordance 

5  with  the  provisions  of  this  section.  This  penalty  shall 

6  be  in  addition  to  any  available  civil  remedy  or  any 

7  other  available  civil  or  criminal  penalty,  and  may  be 

8  imposed  whether  or  not  the  Secretary  imposes  other 

9  administrative  sanctions. 

10  ''(2)  The  amoimt  of  the  penalty  may  not  exceed 

11  $1,000  for  each  violation,  as  determined  by  the  Secre- 

12  tary,  except  that  the  maximum  penalty  for  all  viola- 

13  tions  by  a  particular  mortgagee  during  any   1-year 

14  period  shall  not  exceed  $1,000,000.  In  the  case  of  a 

15  continuing  violation,  as  determined  by  the  Secretary, 

16  each  day  shall  constitute  a  separate  violation. 

17  "(b)  Violations  fob  Which  Penalty  May  Be  Im- 

18  POSED. — The  Secretary  may  impose  a  civil  money  penalty 

19  imder  subsection  (a)  for  any  of  the  following  violations  by  a 

20  mortgagee: 

21  "(1)  Unless  expressly  permitted  by  statute  or  reg- 

22  ulation,  transfer  of  a  mortgage  insured  imder  section 

23  203  to  a  mortgagee  not  approved  by  the  Secretary. 

24  "(2)  Failure  of  a  nonsupervised  mortgagee,  as  de- 

25  fined  by  the  Secretary — 
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1  "(A)  to  segregate  all  escrow  funds  received 

2  from  a  mortgagor  for  ground  rents,  taxes,  assess- 

3  ments,  and  insurance  premiums;  or 

4  "(B)  to  deposit  such  funds  in  a  special  ac- 

5  coimt  with  a  financial  institution  whose  accounts 

6  are  insured  by  the  Federal  Deposit  Insurance 

7  Corporation,  the  Federal  Savings  and  Loan  Insur- 

8  ance  Corporation,  or  the  National  Credit  Union 

9  Administration. 

10  "(3)  Use  of  escrow  funds  for  any  purpose  other 

11  than  the  purpose  for  which  such  funds  are  received. 

12  "(4)  Submission  to  the  Secretary  of  information 

13  that  the  mortgagee  knew,  or  should  have  known,  was 

14  false,  in  connection  with  any  mortgage  insured  imder 

15  section  203. 

16  ''(5)  Hiring  or  retaining  in  emplojnnent  an  officer, 

17  director,  principal,  or  employee  with  knowledge  that, 

18  at  the  time  of  hire  or  while  in  emplojnnent  (as  appro- 

19  priate),  the  person  was  under  suspension  or  debarment 

20  by  the  Secretary. 

21  "(6)  Submission  of  a  false  certification  to  the 

22  Secretary. 

23  ''(7)  Failure  to  comply  with  an  amendment,  certi- 

24  fication,  or  condition  of  approval  set  forth — 
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1  "(A)  on  the  application  of  a  mortgagee  for 

2  approval  by  the  Secretary;  or 

3  "(B)  on  the  notification  by  a  mortgagee  to 

4  the    Secretary    concerning    establishment    of    a 

5  branch  office. 

6  ''(8)  Violation  of  any  contract  with  the  Secretary 

7  under  section  203,  any  statute  or  implementing  regula- 

8  tion  that  applies  to  the  programs  administered  by  the 

9  Secretary  imder  section  203»  or  any  other  written  in- 

10  struction  or  communication  that  is  issued  imder  this 

11  Act  and  mailed,  sent,  or  delivered  to  a  mortgagee 

12  imder  section  203. 

13  "(c)  AOBNCT  Pbocbdubbs. — 

14  ''(1)  The  Secretary  shall  establish  standards  and 

15  procedures  governing  the  imposition  of  civil  money 

16  penalties   imder   subsection   (a).   The   standards   and 

17  procedures — 

18  ''(A)  shall  provide  for  the  imposition  of  a 

19  penalty  only  after  the  mortgagee  has  been  given 

20  an  opportunity  for  a  hearing  on  the  record  by  a 

21  hearing  officer  authorized  by  the  Secretary  to 

22  conduct  hearings;  and 

28  "(B)  may  provide  for— 
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1  ''(i)  use  of  an  administrative  entity  to 

2  make  the  determination  to  impose  a  penalty, 

3  subject  to  a  hearing  if  requested;  and 

4  "(ii)   review   of   any   determination   or 

5  order,  or  interlocutory  ruling,  arising  from  a 

6  hearing. 

7  ''(2)   In   determining   the   amount   of  a  penalty 

8  under  subsection  (a),  the  Secretary  shall  take  into  ac- 

9  coimt  the  gravity  of  the  offense,  degree  of  culpability, 

10  any  history  of  prior  offenses,  ability  to  pay,  size  of  the 

11  business  entity,  effect  upon  ability  to  continue  in  busi- 

12  ness,  and  such  other  factors  as  the  Secretary  may  de- 

13  termine  in  regulations  to  be  appropriate. 

14  ''(3)  The  determination  of  the  Secretary  or  order 

15  of  the  Secretary  imposing  a  penalty  imder  subsection 

16  (a)  shall  not  be  subject  to  review,  except  as  provided  in 

17  subsection  (d). 

18  "(d)  Judicial  Review  op  Agency  Detebmina- 

19  TION. — After  exhausting  all  administrative  remedies  estab- 

20  lished  by  the  Secretary  imder  subsection  (cKl)>  a  mortgagee 

21  against  whom  the  Secretary  has  imposed  a  civil  money  pen- 

22  alty  imder  subsection  (a)  may  obtain  judicial  review  of  the 

23  determination  or  order  of  the  Secretary  in  the  appropriate 

24  United  States  district  court,  as  provided  in  chapter  7  of  title 

25  5,  United  States  Code. 
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1  "(e)  Action  by  Sbobbtabt  to  Collbct  Pbnal- 

2  TT. — If  any  mortgagee  fails  to  comply  with  the  determina- 

3  tion  or  order  of  the  Secretary  imposing  a  civil  money  penalty 

4  imder  subsection  (a),  after  the  determination  or  order  is  no 

5  longer  subject  to  review  as  provided  by  subsections  (cKl)  and 

6  (d),  the  Secretary  may,  acting  through  the  General  Counsel 

7  of  the  Department  of  Housing  and  Urban  Development, 

8  bring  an  action  in  an  appropriate  United  States  district  court 

9  to  obtain  a  monetary  judgment  against  the  mortgagee  and 

10  such  other  relief  as  may  be  available.  The  monetary  judg- 

11  ment  may,  in  the  discretion  of  the  court,  include  the  attor- 

12  neys  fees  and  other  expenses  incurred  by  the  Secretary  in 

13  connection  with  the  action.  In  an  action  under  this  subsec- 

14  tion,  the  validity  and  appropriateness  of  the  determination  or 

15  order  of  the  Secretary  imposing  the  penalty  shall  not  be  sub- 

16  ject  to  review. 

17  "(0  Settlement  by   Segbetaby. — The  Secretary 

18  may  compromise,  modify,  or  remit  any  civil  money  penalty 

19  that  may  be,  or  has  been,  imposed  under  this  section. 

20  "(g)  Regulations. — The  Secretary  shall  issue  such 

21  regulations  as  may  be  necessary  to  carry  out  this  section. 

22  ''(h)     Deposit     of     Pbnaltibs     in     Insubange 

23  Funds. — All  civil  money  penalties  collected  under  this  seo- 

24  tion  shall  be  deposited  in  the  appropriate  insurance  fund  or 
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1  funds  established  in  this  Act,  and  shall  be  available  for  use  to 

2  the  extent  approved  in  appropriation  Acts.". 

3  (b)  Applicabilitt. — The  amendment  made  by  subsec- 

4  tion  (a)  shall  apply  only  with  respect  to— 

5  (1)  violations  that  occur  on  or  after  the  effective 

6  date  of  the  regulations  issued  to  carry  out  such  amend- 

7  ment;  or 

8  (2)  in  the  case  of  a  continuing  violation  (as  deter- 

9  mined  by  the  Secretary  of  Housing  and  Urban  Devel- 

10  opment),  any  portion  of  the  violation  that  occurs  on  or 

11  after  such  effective  date. 

12  SEC.  413.  HOME  EQUITY  CONVERSION  MORTGAGE  INSURANCE 

13  DEMONSTRATION. 

14  Title  n  of  the  National  Housing  Act  (as  amended  by 

15  sections  411  and  412  of  this  Act)  is  further  amended  by 

16  adding  at  the  end  the  following  new  section: 

17  ''DEMONSTRATION    PROGRAM    OF    INSURANCE     OF    HOlfE 

18  EQUITT     CONVERSION     MORTGAGES     FOR     ELDERLY 

19  HOMEOWNERS 

20  "Sec.  256.  (a)  Purpose. — The  purpose  of  this  section 

21  is  to  authorize  the  Secretary  to  carry  out  a  demonstration 

22  program  of  mortgage  insurance  designed — 

23  "(1)  to  meet  the  special  needs  of  elderly  home- 

24  owners  by  reducing  the  effect  of  the  economic  hardship 

25  caused  by  the  increasing  costs  of  meeting  health,  hous- 

26  ing,  and  subsistence  needs  at  a  time  of  reduced  income, 
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1  through  the  insurance  of  home  equity  conversion  mort- 

2  gages  to  permit  the  conversion  of  a  portion  of  accumu- 

3  lated  home  equity  into  liquid  assets; 

4  ''(2)  to  encourage  and  increase  the  involvement  of 

5  mortgagees  and  participants  in  the  secondary  mortgage 

6  market  in  the  making  and  servicing  of  home  equity 

7  conversion  mortgages  for  elderly  homeowners;  and 

8  ''(3)    to    require    the    evaluation    of    data    to 

9  determine — 

10  ''(A)  the  extent  of  the  need  and  demand 

11  among  elderly  homeowners  for  insured  and  unin- 

12  sured  home  equity  conversion  mortgages; 

13  ''(B)  the  types  of  home  equity  conversion 

14  mortgages  that  best  serve  the  needs  and  interests 

15  of  elderly  homeowners,  the  Federal  Government, 

16  and  lenders;  and 

17  ''(C)  the  appropriate  scope  and  nature  of  par- 

18  ticipation  by  the  Secretary  in  connection  with 

19  home   equity   conversion   mortgages   for   elderly 

20  homeowners. 

21  "(b)  Definitions. — For  purposes  of  this  section: 

22  "(1)  The  term  'elderly  homeowner'  and  'home- 

23  owner'  mean  any  homeowner  who  is,  or  whose  spouse 

24  is,  at  least  65  years  of  age  or  such  higher  age  as  the 

25  Secretary  may  prescribe. 
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1  "(2)    The    terms    'first    mortgage',    'mortgage', 

2  'mortgagee',  'mortgagor',  and,  'Stiite'  have  the  mean- 

3  ings  given  such  terms  in  section  201. 

4  ''(3)  The  term  'home  equity  conversion  mortgage' 

5  means  a  loan  secured  by  a  first  lien  on  a  property  upon 

6  which  there  is  located  a  dwelling  designed  principally 

7  for  a  1-family  residence  that — 

8  "(A)  provides  for  monthly  pajnnents  to  the 

9  homeowner  based  upon  accumulated  equity; 

10  "(B)  may  provide  for  a  fixed  or  variable  term 

11  or  for  future  sharing,  between  the  lender  and  the 

12  homeowner,  of  the  equity  or  appreciation  in  the 

13  value  of  the  dwelling; 

14  "(C)  provides  that  the  loan  shall  become  due 

15  on  a  specified  date  after  disbursement  of  the  fuU 

16  principal  amoimt,  or  when  a  specified  event  (such 

17  as  the  sale  of  the  dwelling  or  the  death  of  the 

18  homeowner)  occurs; 

19  "(D)  provides  that  the  monthly  pajnnents  re- 

20  quired  in  the  mortgage  instrument  shall  be  made 

21  directly  by  the  lender  to  the  homeowner; 

22  "(E)  provides  that  prepayment  in  whole  or  in 

23  part  may  be  made  without  penalty  at  any  time 

24  during  the  term  of  the  loan;  and 
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1  ''(F)  provides  that  the  interest  rate  shall  be 

2  fixed,  as  agreed  upon  by  the  mortgagor  and  the 

3  mortgagee  at  the  origination  of  the  mortgage. 

4  "(c)  Insubancb  Authority. — The  Secretary  may, 

5  upon  application  by  a  mortgagee,  insure  any  home  equity 

6  conversion  mortgage  eligible  for  insurance  imder  this  section 

7  and,  upon  such  terms  and  conditions  as  the  Secretary  may 

8  prescribe,  make  commitments  for  the  insurance  of  such  mort- 

9  gages  prior  to  the  date  of  their  execution  or  disbursement  to 

10  the  extent  that  the  Secretary  determines  such  mortgages — 

11  "(1)  have  promise  for  improving  the  financial  situ- 

12  ation  or  otherwise  meeting  the  special  needs  of  elderly 

13  homeowners; 

14  "(2)  will  include  appropriate  safeguards  for  mort- 

15  gagors  to  offset  the  special  risks  of  such  mortgages; 

16  "(3)  have  a  potential  for  acceptance  in  the  private 

17  mortgage  market;  and 

18  ''(4)  have  a  potential  for  purchase  by  a  secondary 

19  market  mstitution. 

20  "(d)  Elioibilitt  Requibbments. — To  be  eligible  for 

21  insurance  imder  this  section,  a  mortgage  shall — 

22  "(1)  have  been  made  to,  and  be  held  by,  a  mort- 

23  gagee  approved  by  the  Secretary  as  responsible  and 

24  able  to  service  the  mortgage  properly; 

25  "(2)  have  been  executed  by  a  mortgagor  who — 
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1  "(A)  qualifies  as  an  cilderly  homeowner; 

2  "(B)  has  received  adequate  counseling  by  a 

3  third  party  (other  than  the  lender)  as  provided  in 

4  subsection  (g);  and 

5  "(C)  meets  any  additional  requirements  pre- 

6  scribed  by  the  Secretary; 

7  "(3)  be  secured  by  a  dwelling  that  is  designed 

8  principally  for  a  1-famiIy  residence  and  is  occupied  by 

9  the  mortgagor; 

10  "(4)  involve  a  principal  obligation  (including  such 

11  initial  service  charges,  appraisal,  inspections,  and  other 

12  fees  as  the  Secretary  shall  approve,  and  all  interest  to 

13  be  deferred  and  added  to  the  principal)  that  does  not, 

14  on  the  date  the  mortgage  is  accepted  for  insurance, 

15  exceed  whichever  of  the  following  is  less: 

16  "(A)   125  percent  of  the  maximum  dollar 

17  amount  established  by  the  Secretary  under  section 

18  203(b)(2)  for  a  1-family  residence;  or 

19  "(B)  90  percent  of  the  appraised  value  of  the 

20  property; 

21  "(5)  provide  for  a  fixed  interest  rate,  as  agreed 

22  upon  by  the  mortgagor  and  the  mortgagee; 

23  "(6)  contain  provisions  for  full  satisfaction  of  the 

24  obligation  satisfactory  to  the  Secretary; 
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1  ''(7)  provide  that,  in  the  event  of  any  foreclosure 

2  on  the  mortgage,  the  homeowner  shall  not  be  liable  for 

3  any  difference  between  the  net  amount  of  the  remain- 

4  ing  indebtedness  of  the  homeowner  under  the  mortgage 

5  and  the  amount  recovered  by  the  mortgagee  from — 

6  ''(A)  the  foreclosure  sale;  or 

7  ''(B)  the  insurance  benefits  paid  pursuant  to 

8  subsection  (e);  and 

9  ''(8)  contain  such  terms  and  provisions  with  re- 

10  spect  to  insurance,   repairs,   alterations,  payment  of 

11  taxes,  default  reserve,  delinquency  charges,  foreclosure 

12  proceedings,  anticipation  of  maturity,  additional  and 

13  secondary  liens,  and  other  matters  as  the  Secretary 

14  may  prescribe. 

15  "(e)  Applicability  op  Section  204.— 

16  ''(1)  Each  mortgagee  of  a  mortgage  insured  under 

17  this  section  shall  be  eligible  to  receive  the  benefits  of 

18  insurance  as  provided  in  section  204(a)  with  respect  to 

19  such  mortgage,  except  that  in  the  case  of  a  mortgage 

20  providing  for  shared  appreciation — 

21  ''(A)  the  insurance  benefits  shall  not  include 

22  the  share  of  the  mortgagee  of  the  net  appreciated 

23  value;  and 

24  ''(B)  the  term  'original  principal  obligation  of 

25  the  mortgage'  as  used  in  section  204  shall  not  in- 
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1  elude  the  share  of  the  mortgagee  of  the  net  appre- 

2  ciated  value. 

3  ''(2)  The  provisions  of  suhseetions  (b)  through  (k) 

4  of  section  204  shall  be  applicable  to  mortgages  insured 
6  under  this  section,  except  that — 

6  "(A)  all  references  in  such  subsections  to  the 

7  Mutual  Mortgage  Insurance  Fund  or  the  Fund 

8  shall  be  construed  to  refer  to  the  General  Insur- 

9  ance  Fund;  and 

10  "(B)  all  references  in  such  subsections  to  sec- 

11  tion   203    shall   be    construed   to   refer   to   this 

12  section. 

13  "(f)  DiscLOSUEBS  BY  MoBTOAOBB. — The  Secretary 

14  shall  require  each  mortgagee  of  a  mortgage  insured  under 

15  this  section  to  make  available  to  the  homeowner — 

16  "(1)  at  the  time  of  the  loan  application,  a  written 

17  list  of  the  names  and  addresses  of  third-party  counsel- 

18  ors  who  are  approved  by  the  Secretary  as  responsible 

19  and  able  to  provide  the  counseling  required  in  subsec- 

20  tion  (g);  and 

21  "(2)  on  an  annual  basis  (but  not  later  than  Janu- 

22  ary  31  of  each  year),  a  statement  summarizing  the 

23  total  principal  amount  paid  made  to  the  homeowner 

24  under  the  loan  secured  by  the  mortgage,  the  total 

25  amount  of  deferred  interest  added  to  the  principal,  and 
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1  the  outstanding  loan  balance  at  the  end  of  the  preced- 

2  ing  year. 

3  ''(g)  COUNSBLINO  SbBVICBS  FOB  MOBTOAOOBS. — The 

4  Secretary  shall  require  the  third-party  counseling  required  in 

5  subsection  (dK2)(B)— 

6  "(1)  to  be  provided  by  counselors  (other  than  the 

7  lender)  who  are  approved  by  the  Secretary  as  responsi- 

8  ble  and  able  to  provide  counseling  to  elderly  homeown- 

9  ers;  and 

10  "(2)  to  include— 

11  ''(A)  informmg  the  elderly  homeowner  of  op- 

12  tions  other  than  a  home  equity  conversion  mort- 

13  gage  that  are  available  to  the  homeowner,  includ- 

14  ing  other  housing,  social  service,  health,  and  fi- 
16  nancial  options; 

16  "(B)  informing  the   elderly   homeowner  of 

17  other  home  equity  conversion  options  that  are  or 

18  may  become  available  to  the  homeowner,  such  as 

19  sale-leaseback  financing,  deferred  payment  loans, 

20  and  property  tax  deferral; 

21  ''(C)  informing  the  elderly  homeowner  of  all 

22  financial  implications   of  entering  into  a  home 

23  equity  conversion  mortgage,   including  any  tax 

24  consequences,  any  effect  on  the  eligibility  of  the 
26  homeowner   for    assistance    under   Federal    and 
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1  State  programs,  and  any  effect  on  the  amount  of 

2  such  assistance; 

3  ''(D)  informing  the  elderly  homeowner  of  all 

4  the  effects  that  entering  into  a  home  equity  con- 

5  version  mortgage  wiU  have  on  the  estate  and 

6  heirs  of  the  homeowner; 

7  ''(E)  providing  any  other  information  that  the 

8  Secretary  may  require;  and 

9  "(F)  providing  the  elderly  homeowner  with  a 

10  written  summary,  acknowledged  in  writing  by  the 

11  mortgagor,  of  all  of  the  information  required  in 

12  subparagraphs  (A)  through  (E). 

13  "(h)  LnnTATiON  on  Insurance  Authority. — No 

14  mortgage  may  be  insured  under  this  section  after  September 

15  30,  1988,  except  pursuant  to  a  commitment  to  insure  issued 

16  on  or  before  such  date.  The  total  number  of  mortgages  in- 

17  sured  under  this  section  may  not  exceed  1,0(X). 

18  "(i)   Administbativb   Authority. — The   Secretary 

19  may — 

20  "(1)  enter  into  such  contracts  and  agreements 

21  with  Federal,  State,  and  local  agencies,  public  and  pri- 

22  vate  entities,  and  such  other  persons  as  the  Secretary 

23  determines  to  be  necessary  or  desirable  to  carry  out 

24  the  purposes  of  this  section;  and 
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1  "(2)  make  such  investigations  and  studies  of  data, 

2  and  publish  and  distribute  such  reports,  as  the  Secre- 

3  tary  determines  to  be  appropriate. 

4  "(j)  PsBBiiPTiON  OP  State  Law. — Mortgages  insured 

5  and  authorized  under  this  section,  and  applicable  regulations 

6  that  contain  or  set  forth  provisions  pertaining  to  sharing  ap- 

7  preciation,  increases  in  the  outstanding  balance  after  execu- 

8  tion  of  the  mortgage  (including  adding  deferred  interest  to 

9  principal),  disbursement  of  mortgage  proceeds  over  an  ex- 

10  tended  term,  or  setting  of  a  due  date  in  relation  to  the  earli- 

11  est  of  a  specified  event,  shall  not  be  subject  to  any  constitu- 

12  tion,  statute,  court  decree,  conunon  law,  rule,  or  public  policy 
IS  of  a  State  that— 

14  ''(1)  limits  or  prohibits  sharing  appreciation,  in- 

15  creases  in  the  outstanding  balance  after  execution  of 

16  the  mortgage,  or  disbursement  of  mortgage  proceeds 

17  over  an  extended  time;  or 

18  ''(2)  requires  that  the  term  of  the  mortgage  be 

19  fixed. 

20  ''(k)  Pbotbction  of  Hombownbb  in  Evbnt  of  Db- 

21  FAULT  BY  liBNDBB. — 

22  "(1)  Notwithstanding  any  other  provision  of  law, 

23  and  in  order  to  further  the  purposes  of  the  demonstra- 

24  tion  program  authorized  in  this  section,  the  Secretary 

25  shall  take  any  action  necessary — 
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1  "(A)  to  provide  any  mortga^r  under  this 

2  section  with  funds  to  which  the  mortgager  is  enti- 

3  tied  under  the  insured  mortgage  or  ancillary  con- 

4  tracts  but  that  the  mortgagor  has  not  received  be- 

5  cause  of  the  default  of  the  party  responsible  for 

6  payment;  and 

7  ''(B)  to  obtain  repayment  of  disbursements 

8  provided  under  subparagraph  (A)  from  any  source. 

9  "(2)  Actions  under  paragraph  (1)  may  include — 

10  ''(A)  disbursing  funds  to  the  mortgagor  from 

11  the  General  Insurance  Fund; 

12  ''(B)  accepting  an  assignment  of  the  insured 

13  mortgage  notwithstanding  that  the  mortgagor  is 

14  not  in  default  under  its  terms,  and  calculating  the 

15  amount  and  making  the  payment  of  the  insurance 

16  claim  on  such  assigned  mortgage; 

17  "(C)  requiring  a  subordinate  mortgage  from 

18  the  mortgagor  at  any  time  in  order  to  secure  re- 

19  pajnnents  of  any  funds  advanced  or  to  be  ad- 

20  vanced  to  the  mortgagor; 

21  "(D)  requiring  a  subrogation  to  the  Secretary 

22  of  the  rights  of  any  parties  to  the  transaction 

23  against  any  defaulting  parties; 

24  "(E)  imposing  premium  charges;  and 
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1  "(F)  preempting  any  State  or  local  law  that 

2  may  prohibit  or  limit  any  of  the  actions  described 

3  in  subparagraphs  (A)  through  (E). 

4  ''(1)    SaFBOUABD    to    PBEVBNT    DiSPLAOBBfBNT    OF 

6  HoBfBOWNBB  AT  End  OF  MoBTQAQB  Tbbm.— The  Secre- 

6  tary  may  not  insure  a  home  equity  conversion  mortgage 

7  under  this  section  unless  such  mortgage  provides  that,  if  the 

8  homeowner  chooses  to  remain  in  the  dwelling  beyond  the 

9  term  of  the  mortgage,  title  to  the  dwelling  shall  be  conveyed 

10  to  the  Secretary.  At  the  option  of  the  former  homeowner,  the 

11  Secretary  shall  allow  the  dwelling  to  be  exclusively  occupied 

12  by  the  former  homeowner  until  the  former  homeowner  volun- 

13  tarily  chooses  to  move.  The  Secretary  may  require  the 

14  former  homeowner  to  pay  rent  to  the  Secretary  in  an  amount 

15  computed  in  accordance  with  section  3(a)  of  the  United 

16  States  Housing  Act  of  1937.  For  purposes  of  this  subsection, 

17  the  term  'homeowner'  includes  the  spouse  of  a  homeowner. 

18  ''(m)  Bbpobt  to  Conobbss. — The  Secretary  shall 

19  evaluate  the  program  authorized  in  this  section  and,  not  later 

20  than  April  1,  1989,  submit  to  the  Congress  a  report  setting 

21  forth  the  results  of  such  evaluation.  Such  report  shall — 

22  ''(1)  describe  the  types  of  mortgages  appropriate 

23  for  inclusion  in  such  program; 
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1  "(2)  describe  any  restrictions  in  State  or  local  law 

2  that  require  preemption  under  subsection  (j)  or  (k)  in 

3  order  to  continue  such  program; 

4  "(3)  describe  any  changes  in  the  insurance  pro- 

5  grams  under  this  title,  or  in  other  Federal  regulatory 

6  provisions,  determined  to  be  appropriate; 

7  "(4)  describe  any  risk  created  by  such  program  to 

8  mortgagors  or  the  insurance  programs  under  this  title, 

9  and  whether  the  risk  is  adequately  covered  by  the  pre- 

10  miums  under  the  insurance  programs; 

11  "(5)  evaluate  whether  such  program  has  improved 

12  the  financial  situation  or  otherwise  met  the  special 

13  needs  of  participating  elderly  homeowners; 

14  "(6)  evaluate  whether  such  program  has  included 

15  appropriate  safeguards  for  mortgagors  to  offset  the  spe- 

16  cial  risks  of  such  mortgages; 

17  "(7)   evaluate   whether  home   equity   conversion 

18  mortgages  have  a  potential  for  acceptance  in  the  pri- 

19  vate  market;  and 

20  "(8)  evaluate  whether  such  program  has  increased 

21  secondary  mortgage  market  activity  with  respect  to 

22  home  equity  conversion  mortgages.". 
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1  SEC.  414.  ASSURANCE  OF  ADEQUATE  PROCESSING  OF  APPLI- 

2  CATIONS  FOR  LOAN  AND  MORTGAGE   INSUR- 

3  ANCE. 

4  Title  V  of  the  National  Housing  Act  is  amended  by 

5  adding  at  the  end  the  following  new  section: 

6  ''ASSUBANCB  OF  ADEQUATE  PBOCBSSING  OF 

7  APPLICATIONS  FOB  LOAN  AND  MOBTGAGB  INSUBANCB 

8  ''Sec.  533.  In  order  to  ensure  the  adequate  processing 

9  of  applications  for  insurance  of  loans  and  mortgages  under 

10  this  Act,  the  Secretary  shall  maintain  not  less  than  one  office 

11  in  each  State  to  carry  out  the  provisions  of  this  Act.". 

12  SEC.  415.  CLOSING  OF  ANY  OFFICE  PROHIBITED  BEFORE 

13  COMPLETION  OF  CERTAIN  STUDIES. 

14  Title  V  of  the  National  Housing  Act  (as  amended  by 

15  section  414  of  this  Act)  is  further  amended  by  adding  at  the 

16  end  the  following  new  section: 

17  ''CLOSING  OF  ANY  OFFICE  PROHIBITED  BBFOBB 

18  COMPLETION  OF  CEBTAIN  STUDIES 

19  "Sec  534.  The  Secretary  may  not  implement  any  pro- 

20  posal  or  determination  to  close  any  office  maintained  by  the 

21  Secretary  in  any  State  (on  or  after  October  1,  1985)  to  carry 

22  out  the  provisions  of  this  Act  until  at  least  SO  days  after  the 

23  completion  of  any  investigation,  study,  or  review  by  any 

24  other  Federal  agency  or  department  or  any  committee  of 

25  either  House  of  the  Congress  of  the  proposal  or  determina- 

26  tion  of  the  Secretary  to  close  the  office.''. 
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1  SEC.  416.  STUDY  OF  VOLUNTARY  STANDARDS  FOR  MODULAR 

2  HOMES. 

3  (a)  In  General. — In  order  to  facilitate  the  construe- 

4  tion  of  less  costly  housing,  the  Secretary  oi  Housing  and 

5  Urhan  Development  shall  prepare  and  submit  to  the  Con- 

6  gress  not  later  than  6  months  after  the  date  of  the  enactment 

7  of  this  Act  a  report  describing  feasible  alternative  systems  for 

8  implementing  a  voluntary  preemptive  national  code  for  modu- 

9  lar  housing,  including  the  method  for  inspecting  the  struc- 

10  tures  to  ensure  compliance  with  the  reconunended  code.  Such 

11  code  may  be  a  national  model  code  and  shall  provide  for  the 

12  development  of  modular  housing  standards  for  construction, 

13  design,  and  performance  that  ensure  quality,  durability,  and 

14  safety  and  are  in  accordance  with  life-cycle  cost-effective 

15  energy  conservation  standards  established  by  the  Secretary  of 

16  Housing  and  Urban  Development  and  designed  to  ensure  the 

17  lowest  total  construction  and  operating  costs  over  the  esti- 

18  mated  life  of  such  housing. 

19  (b)  Definition. — For  purposes  of  this  section,  the  term 

20  "modular  housing"  means  factory-built  single-family  housing 

21  (including  panelized  housing)  not  subject  to  the  requirements 

22  of  the  National  Manufactured  Housing  Construction  and 

23  Safety  Standards  Act  of  1974. 
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1  SEC.  417.  REPEAL  OF  REQUIREMENT  TO  PUBLISH  PROTOTYPE 

2  HOUSING  COSTS  FOR  1-  TO  4*FAMILY  DWELL- 

3  ING  UNITS. 

4  The  Housing  and  Community  Development  Act  of  1977 

5  is  amended  by  striking  out  section  904. 

6  SEC.  418.  DOUBLE  DAMAGES  REMEDY  FOR  UNAUTHORIZED 

7  USE    OF    MULTIFAMILY    HOUSING    PROJECT 

8  ASSETS  AND  INCOME. 

9  (a)  Action  to  Becovbb  Assets  ob  iNCOBfE.— 

10  (1)  The  Secretary  of  Housing  and  Urban  Develop- 

11  ment  (hereafter  referred  to  in  this  section  as  the  "Sec- 

12  retary'')  may  request  the  Attorney  General  to  bring  an 

13  action  in  a  United  States  district  court  to  recover  any 

14  assets  or  income  used  by  any  person  in  violation  of  (A) 

15  a  regulatory  agreement  that  applies  to  a  multifamily 

16  project  whose  mortgage  is  insured  or  held  by  the  Sec- 

17  retary  under  title  11  of  the  National  Housing  Act;  or 

18  (B)  any  applicable  regulation.  For  purposes  of  this  sec- 

19  tion,  a  use  of  assets  or  income  in  violation  of  the  regu- 

20  latory  agreement  or  any  applicable  regulation  shall  in- 

21  dude  any  use  for  which  the  documentation  in  the 

22  books  and  accounts  does  not  establish  that  the  use  was 

23  made  for  a  reasonable  operating  expense  or  necessary 

24  repair  of  the  project  and  has  not  been  maintained  in 

25  accordance  with  the  requirements  of  the  Secretary  and 

26  m  reasonable  condition  for  proper  audit. 

•■4  1 

Digitized  by  VjOOQ IC 


198 


188 

1  (2)  For  purposes  of  a  mortgage  insured  or  held  by 

2  the  Secretary  under  title  11  of  the  National  Housing 

3  Act,  the  term  *'any  person"  shall  mean  any  person  or 

4  entity  which  owns  a  project,  as  identified  in  the  regula- 

5  tory  agreement,  including  but  not  limited  to  any  stock- 

6  holder  holding  25  percent  or  more  interest  of  a  corpo- 

7  ration   that   owns   the   project;   any  beneficial   owner 

8  under  any  business  or  trust;  any  officer,  director,  or 

9  partner  of  an  entity  owning  the  project;  and  any  heir, 

10  assignee,  successor  in  interest,  or  agent  of  any  owner. 

11  (b)  Initiation  of  Proceedings  and  Tbmpobaby 

12  Relief. — The  Attorney  General,  upon  request  of  the  Secre- 

13  tary,  shall  have  the  exclusive  authority  to  authorize  the  initi- 

14  ation  of  proceedings  under  this  section.  Pending  final  resolu- 

15  tion  of  any  action  under  this  section,  the  court  may  grant 

16  appropriate  temporary  or  preliminary  relief,  including  re- 

17  straining  orders,  injunctions,  and  acceptance  of  satisfactory 

18  performance  bonds,  to  protect  the  interests  of  the  Secretary 

19  and  to  prevent  use  of  assets  or  income  in  violation  of  the 

20  regulatory  agreement  and  any  applicable  regulation  and  to 

21  prevent  loss  of  value  of  the  realty  and  personalty  involved. 

22  (c)  Amount  Recoverable. — In  any  judgment  favor- 

23  able  to  the  United  States  entered  under  this  section,  the  At- 

24  tomey  General  may  recover  double  the  value  of  the  assets 

25  and  income  of  the  project  that  the  court  determines  to  have 
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1  been  used  in  violation  of  the  regulatory  agreement  or  any 

2  applicable  regulation,  plus  all  costs  relating  to  the  action, 
8  including  but  not  limited  to  reasonable  attorney  and  auditing 
4  fees.  Notwithstanding  any  other  provision  of  law,  the  Secre- 
6  tary  may  apply  the  recovery,  or  any  portion  of  the  recovery, 

6  to  the  project  or  to  the  applicable  insurance  fund  under  the 

7  National  Housing  Act. 

8  (d)   Time   LnnTATiON. — Notwithstanding  any  other 

9  statute  of  limitations,  the  Secretary  may  request  the  Attor- 

10  ney  General  to  bring  an  action  under  this  section  at  any  time 

11  up  to  and  including  6  years  after  the  latest  date  that  the 

12  Secretary  discovers  any  use  of  project  assets  and  income  in 

13  violation  of  the  regulatory  agreement  or  any  applicable 

14  regulation. 

15  (e)   Continued  Availability   of   Other   Remb- 

16  DIES. — The  remedy  provided  by  this  section  is  in  addition  to 

17  any  other  remedies  available  to  the  Secretary  or  the  United 

18  States. 

19  SEC.  419.  MORTGAGE  INSURANCE  TECHNICAL  AMENDMENTS. 

20  (a)  ADBiiNiSTBATiVE  PROVISIONS. — The  second  sen- 

21  tence  of  section  1  of  the  National  Housing  Act  is  amended  by 

22  striking  the  last  comma. 

23  (b)  Applicability. — Section  9  of  the  National  Hous- 

24  ing  Act   is   amended   by   mserting    the   following   section 

25  heading: 
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1  "APPLiOABiLrnr". 

2  (c)  Miscellaneous  Housing  Insubanob. — 

3  (1)  Section  223(aK7)  of  the  National  Housing  Act 

4  is  amended — 

5  (A)  in  the  first  proviso,  by  striking  "a  rate 

6  not  in  excess  of  the  maximum  rate  prescribed 

7  under  the  applicable  section  or  title  of  this  Act" 

8  and  inserting  the  following:  "such  rate  as  may  be 

9  agreed  upon  by  the  mortgagor  and  the  mortga- 

10  gee"; 

11  (B)  in  the  second  proviso,  by  striking  "matu- 

12  rity,  a  principal  obligation,  and  an  interest  rate" 

13  and  inserting  the  following:  "maturity  and  a  prin- 

14  cipal  obligation";  and 

15  (C)  inserting  before  the  semicolon  at  the  end 

16  the  following:  ",  and  shall  bear  interest  at  such 

17  rate  as  may  be  agreed  upon  by  the  mortgagor  and 

18  the  mortgagee";  and 

19  (2)  in  subsection  (d),  by  striking  "(exclusive  of 

20  premium  charges  for  insurance)  at  not  to  exceed  the 

21  per  centum  per  annimi  currently  permitted  for  mort- 

22  gages  insured  under  the  section  under  which  it  is  to  be 

23  insured"  and  inserting  the  following:  "bear  interest  at 

24  such  rate  as  may  be  agreed  upon  by  the  mortgagor  and 

25  the  mortgagee". 
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1  (d)  MoBTOAOB  Insubancb  fob  Nubsino  Houbs,  In- 

2  TBBBfBDIATB   CaBB  FaCILITIBS,  AND  BOABD  AND  CaBB 

3  HoBfBS.— Section  232(i)(2)(B)  of  the  National  Housing  Act 

4  is  amended  to  read  as  follows: 

5  ''(B)  bear  interest  at  such  rate  as  may  be  agreed 

6  upon  by  the  mortgagor  and  the  mortgagee;". 

7  (e)  Co-iNSUBANOB.— Section  244(h)  of  the  National 

8  Housing  Act  is  amended  by  striking  "coinsurance"'  each 

9  place  it  appears  and  inserting  "co-insurance". 

10  (0  Insubancb  on  Hawaiian  Homb  Lands. — Section 

11  247(a)(2)  of  the  National  Housing  Act  is  amended  by  striking 

12  "Mortgagor"  and  inserting  "mortgagor". 

13  (g)  Dbfbnsb  Housing  fob  Impactbd  Abbas. — The 

14  first  sentence  of  section  810(h)  of  the  National  Housing  Act 

15  is  amended — 

16  (1)  by  striking  "(exclusive  of  premium  charges  for 

17  insurance)  at  not  to  exceed  the  rate  applicable  to  mort- 

18  gages  insured  under  section  207"  and  inserting  the  fol- 

19  lowing:  "at  such  rate  as  may  be  agreed  upon  by  the 

20  mortgagor  and  the  mortgagee";  and 

21  (2)  by  striking  "not  to  exceed  the  rate  applicable 

22  to  mortgages  insured  under  section  203"  and  insertmg 

23  the  following:  "such  rate  as  may  be  agreed  upon  by 

24  the  mortgagor  and  the  mortgagee". 
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1  Subtitle  B — Secondary  Mortgage 

2  Market  Programs 

3  SEC.  441.  LIMITATIONS  ON  CERTAIN  SECONDARY  MORTGAGE 

4  MARKET  FEES. 

5  (a)  Federal  National  Mobtoaoe  Association. — 

6  Section  304  of  the  Federal  National  Mortgage  Association 

7  Charter  Act  is  amended  by  adding  at  the  end  the  following 

8  new  subsection: 

9  "(f)  Except  for  fees  paid  pursuant  to  section  309(g),  no 

10  fee  or  charge  may  be  assessed  or  collected  by  the  United 

11  States  (including  any  executive  department,  agency,  or  inde- 

12  pendent  establishment  of  the  United  States)  on  or  with 

13  regard  to  the  purchase,  acquisition,  sale,  pledge,  issuance, 

14  guarantee,  or  redemption  of  any  mortgage,  asset,  obligation, 

15  trust  certificate  of  beneficial  interest,  or  other  security  by  the 

16  corporation.  No  provision  of  this  subsection  shall  affect  the 

17  purchase  of  any  obligation  by  the  Secretary  of  the  Treasury 

18  pursuant  to  subsection  (c).". 

19  (b)  Government  National  Mortgage  Associa- 

20  TiON.— Section  306(g)  of  Federal  National  Mortgage  Asso- 

21  ciation  Charter  Act  is  amended  by  adding  at  the  end  the 

22  following  new  paragraph: 

23  ''(3KA)  No  fee  or  charge  in  excess  of  6  basis  points  may 

24  be  assessed  or  collected  by  the  United  States  (including  any 

25  executive  department,  agency,  or  independent  establishment 
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1  of  the  Unifted  States)  on  or  with  regard  to  any  guaranty  of 

2  the  timely  payment  of  principal  or  interest  on  securities  or 

3  notes  based  on  or  backed  by  mortgages  that  are  secured  by 

4  1-  to  4-family  dwellings  and  G)  insured  by  the  Federal  Hous- 

5  ing  Administration  under  title  IE  of  the  National  Housing 

6  Act;  or  (ii)  insured  or  guaranteed  under  the  Serviceman's  Re- 

7  adjustment  Act  of  1944,  chapter  37  of  title  38,  United  States 

8  Code,  or  title  V  of  the  Housing  Act  of  1949. 

9  "(B)  The  fees  charged  for  the  guaranty  of  securities  or 

10  on  notes  based  on  or  backed  by  mortgages  not  referred  to  in 

11  subparagraph  (A),  as  authorized  by  other  provisions  of  law, 

12  shall  be  set  by  the  Association  at  a  level  not  more  than  nec- 

13  essary  to  create  reserves  sufficient  to  meet  anticipated  claims 

14  based  upon  actuarial  analysis,  and  for  no  other  purpose. 

15  "(C)  Fees  or  charges  for  the  issuance  of  commitments  or 

16  miscellaneous  administrative  fees  of  the  Association  shall 

17  remain  at  the  level  set  for  such  fees  or  charges  as  of  Septem- 

18  her  1,  1985,  except  that  such  fees  or  charges  may  be  in- 

19  creased  if  reasonably  related  to  the  cost  of  administering  the 

20  program,  and  for  no  other  purpose. 

21  "(D)  Not  less  than  90  days  before  increasing  any  fee  or 

22  charge  under  subparagraph  (B)  or  (C),  the  Secretary  shall 

23  submit  to  the  Congress  a  certification  that  such  increase  is 

24  solely  for  the  purpose  specified  in  such  subparagraph.". 


HR  4  m 13 

Digitized  by  VjOOQ IC 


204 

194 

1  (c)  Fedbbal  HoBfE  Loan  Mobtoaob  Gobpoba- 

2  TiON. — Section  306  of  the  Federal  Home  Loan  Mortgage 

3  Corporation  Act  is  amended  by  adding  at  the  end  the  follow- 

4  ing  new  subsection: 

5  ''(i)  Except  for  fees  paid  pursuant  to  section  303(c)  or 

6  306(c),  no  fee  or  charge  may  be  assessed  or  collected  by  the 

7  United  States  (including  any  executive  department,  agency, 

8  or  independent  establishment  of  the  United  States)  on  or  with 

9  regard  to  the  purchase,  acquisition,  sale,  pledge,  issuance, 

10  guarantee,  or  redemption  of  any  mortgage,  asset,  obligation, 

11  or  other  security  by  the  Corporation.  No  provision  of  this 

12  subsection  shall  affect  the  purchase  of  any  obligation  by  any 

13  Federal  home  loan  bank  pursuant  to  section  303(a)/'. 

14  SEC.  442.  FNMA  CUMULATIVE  VOTING. 

15  Section  303(a)  of  the  Federal  National  Mortgage  Asso- 

16  ciation  Charter  Act  is  amended  by  inserting  after  the  first 

17  sentence  the  following  new  sentence:  "The  corporation  may 

18  eliminate  such  rights  of  cumulative  voting  by  a  resolution 

19  adopted  by  its  board  of  directors  and  approved  by  the  holders 

20  of  a  majority  of  the  shares  of  common  stock  voting  in  person 

21  or  by  proxy  at  the  annual  meeting,  or  other  special  meeting, 

22  at  which  such  resolution  is  considered.". 
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1  SEC.  443.  EXTENSION  OF  AUTHORITY  TO  PURCHASE  SECOND 

2  MORTGAGES  ON  SINGLE-FAMILY  PROPERTIES. 

3  (a)  Federal  National  Mortoaob  Assoclation. — 

4  Section  302(b)(5)(A)(i)  of  the  Federal  National  Mortgage  As- 

5  sociation  Charter  Act  is  amended  by  striking  ''until  October 

6  1,  1987''  and  inserting  "through  September  30,  1990". 

7  (b)  Federal  Hobie  Loan  Mortgage  Corpora- 

8  TION. — Section  305(a)(4)(A)(i)  of  the  Federal  Home  Loan 

9  Mortgage  Corporation  Act  is  amended  by  striking  ''imtil  Oc- 
10   tober  1, 1987"  and  inserting  "through  September  30,  1990". 

11  TITLE  V— COMMUNITY  DEVELOP- 

12  MENT     AND     MISCELLANEOUS 

13  PROGRAMS 

14  Subtitle  A— Community  and  Neighbor- 
is  hood  Development  and  Preserva- 
16        tion 

17  SEC.  601.  CITY  AND  COUNTY  CLASSIFICATIONS. 

18  (a)  Mbtbopolitan  City.— Section  102(a)(4)  of  the 

19  Housing  and   Community   Development   Act   of   1974   is 

20  amended — 

21  (1)  in  the  second  sentence,  by  striking  "September 

22  30,  1987"  and  inserting  "September  30,  1988";  and 

23  (2)  by  adding  at  the  end  the  following  new  sen- 

24  tence:  "Any  city  classified  as  a  metropolitan  city  pur- 

25  suant  to  the  first  or  second  sentence  of  this  paragraph, 

26  and  that  no  longer  qualifies  as  a  metropolitan  city 
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1  under  such  first  or  second  sentence  in  a  fiscal  year  be- 

2  ginning  after  fiscal  year  1988,  shall  retain  its  classifi- 

3  cation  as  a  metropolitan  city  for  such  fiscal  year  and 

4  the  succeeding  fiscal  year,  except  that  in  such  succeed- 

5  ing  fiscal  year  (A)  the  amount  of  the  grant  to  such  city 

6  shall  be  50  percent  of  the  amount  calculated  under  sec- 

7  tion  106(b);  and  (B)  the  remaining  50  percent  shall  be 

8  added  to  the  amount  allocated  imder  section  106(d)  to 

9  the  State  in  which  the  city  is  located  and  the  city  shall 

10  be  eligible  in  such  succeeding  fiscal  year  to  receive  a 

11  distribution  from  the   State  allocation  under  section 

12  106(d)  as  increased  by  this  sentence/'. 

13  (b)  Urban  County.— Section  102(a)(6)  of  the  Housing 

14  and  Community  Development  Act  of  1974  is  amended — 

15  (1)  by  inserting  before  the  period  at  the  end  of  the 

16  first  sentence  the  following:  '',  or  (D)  has  a  current 

17  population  in  excess  of  177,000  (exclusive  of  all  metro- 

18  politan  cities  therein),  with  more  than  50  percent  of 

19  the  housing  units  of  the  area  unsewered  and  with  the 

20  imsewered  housing  units  contributing  to  the  degrada- 

21  tion  of  an  aquifer  that  has  been  declared  a  sole  source 

22  aquifer  by  the  Environmental  Protection  Agency"; 

23  (2)  in  the  second  sentence,  by  striking  ''September 

24  30,  1987"  and  inserting  "September  30,  1988";  and 


•■4  1 


Digitized  by  VjOOQ IC 


207 

197 

1  (3)  by  adding  at  the  end  the  following  new  sen- 

2  tence:  "Any  county  classified  as  an  urban  county  pur- 

3  suant  to  the  first  or  second  sentence  of  this  paragraph, 

4  and  that  no  longer  qualifies  as  an  urban  county  under 

5  such  first  or  second  sentence  in  a  fiscal  year  beginning 

6  after  fiscal  year  1988,  shall  retain  its  classification  as 

7  an  urban  county  for  such  fiscal  year  and  the  succeeding 

8  fiscal  year,  except  that  in  such  succeeding  fiscal  year 

9  (A)  the  amount  of  the  grant  to  such  an  urban  county 

10  shall  be  50  percent  of  the  amount  calculated  under  sec- 

11  tion  106(b);  and  (B)  the  remaining  50  percent  shall  be 

12  added  to  the  amoimt  allocated  under  section  106(d)  to 

13  the  State  in  which  the  urban  county  is  located  and  the 

14  urban  coimty  shall  be  eligible  in  such  succeeding  fiscal 

15  year  to  receive  a  distribution  from  the  State  allocation 

16  under  section  106(d)  as  increased  by  this  sentence.". 

17  (c)  Termination  op  Exemption. — Upon  the  date  of 

18  the  enactment  of  this  Act,  there  shall  not  be  applicable  for 

19  any  fiscal  year  the  provision  that — 

20  (1)  provides  for  the  qualification  of  a  city  as  a 

21  metropolitan  city  imder  section  102(a)(4)  of  the  Hous- 

22  ing  and  Community  Development  Act  of  1974; 

23  (2)  was  included  in  the  conference  report  and  joint 

24  explanatory  statement  of  the  committee  on  conference 

25  to  accompany  H.B.  5313  (House  Report  99-977)  as 
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1  filed  in  the  House  of  Representatives  in  October  1, 

2  1986;  and 

3  (3)   was    made    applicable   pursuant   to    section 

4  101(g)  of  PubUc  Law  99-500  or  99-591. 

5  SEC.  502.  COMMUNITY  DEVELOPMENT  AUTHORIZATIONS. 

6  (a)  Community  Development  Block  Grants. — 

7  The  second  sentence  of  section  103  of  the  Housing  and  Com- 

8  mimity  Development  Act  of  1974  is  amended  to  reads  as 

9  follows:  "There  are  authorized  to  be  appropriated  for  pur- 

10  poses     of     assistance     imder     sections     106     and     107 

11  $3,400,000,000  for  fiscal  year  1988.". 

12  (b)  Discretionary  Fund. — 

13  (1)  The  first  sentence  of  section  107(a)  of  the 

14  Housing  and  Commimity  Development  Act  of  1974  is 

15  amended  to  read  as  follows:  ''Of  the  total  amoimt  pro- 

16  vided  in  appropriation  Acts  imder  section  103  for  fiscal 

17  year  1988,  $60,000,000  may  be  set  aside  in  a  special 

18  discretionary  fund  for  grants  under  subsection  (b).''. 

19  (2)  Section  107  of  the  Housing  and  Commimity 

20  Development  Act  of  1974  is  amended — 

21  (A)  by  redesignating  subsections  (c)  and  (d) 

22  as  subsections  (d)  and  (e),  respectively;  and 

23  (B)  by  inserting  after  subsection  (b)  the  fol- 

24  lowing  new  subsection: 
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1  ''(c)  Of  the  amount  set  aside  for  use  under  subsection  (b) 

2  in  any  fiscal  year,  the  Secretary  shall,  to  the  extent  approved 

3  in    appropriation    Acts,    make    available    not    less    than 

4  $2,500,000  in  the  form  of  grants  to  institutions  of  higher 

5  education,  either  directly  or  through  areawide  planning  orga- 

6  nizations  or  States,  for  the  purpose  of  continuing  programs  in 

7  effect  during  fiscal  year  1984  for  providing  assistance  to  eco- 

8  nomically  disadvantaged  and  minority  students  who  partici- 

9  pate  in  community  development  work  study  programs  and 

10  are  enrolled  in  full-time  graduate  or  undergraduate  programs 

11  in  community  and  economic  development,  community  plan- 

12  ning,  or  community  management.  Such  grants  may  be  made 

13  only  to  institutions  of  higher  education  receiving  grants  for 

14  such  purpose  imder  subsection  (b)  for  fiscal  year  1984,  and 

15  may  only  be  provided  to  such  institutions  in  the  same  manner 

16  as  such  grants  are  provided  during  such  fiscal  year.". 

17  (c)  Urban  Developbient  Action  Gbants. — Section 

18  119(a)  of  the  Housing  and  Conununity  Development  Act  of 

19  1974  is  amended  by  striking  the  second  and  last  sentences 

20  and  inserting  the  following  new  sentences:  "There  are  au- 

21  thorized   to   be    appropriated    to    carry   out   this    section 

22  $300,000,000  for  fiscal  year  1988.  Any  amount  appropriated 

23  under  this  subsection  shall  remain  available  until  expended.''. 
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1  SEC  503.  STATEMENT  OF  ACTIVITIES  AND  REVUBW. 

2  Section  104(aKl)  of  the  Housing  and  Community  De- 

3  velopment  Act  of  1974  is  amended  by  striking  out  the  last 

4  sentence. 

5  SEC  504.  HOUSING  ASSISTANCE  PLANS. 

6  Section  104(cKlKA)  of  the  Housing  and  Community 

7  Development  Act  of  1974  is  amended — 

8  (1)  in  the  second  parenthetical  phrase,  by  insert- 

9  ing  ''homeless  persons/'  after  ''assistance/';  and 

10  (2)  in  the  last  parenthetical  phrase,  by  inserting 

11  "and  homeless  persons"  after  "persons". 

12  SEC.  505.  COMMUNITY  DEVELOPMENT  BLOCK  GRANT  PUBUC 

13  SERVICE  ACTIVrnES. 

14  Section  105(aK8)  of  the  Housing  and  Community  De- 

15  velopment  Act  of  1974  is  amended — 

16  (1)  by  inserting  "(A)"  after  "paragraph  unless"; 

17  and 

18  (2)  by  inserting  before  the  semicolon  at  the  end 

19  the  following:  ";  or  (B)  the  Secretary  authorizes  such 

20  unit  of  general  local  government  to  use  more  than  15 

21  percent  (but  not  more  than  the  highest  percentage  per- 

22  mitted  to  be  used  imder  subparagraph  (A)  by  another 

23  imit  of  general  local  government  located  in  the  same 

24  metropolitan  area)  of  the  assistance  received  under  this 

25  title  for  such  activities  following  (i)  a  determination  by 

26  such  unit  of  general  local  government  that  the  activi- 
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1  ties  carried  out  using  the  amounts  authorized  under 

2  this  subparagraph  are  appropriate  to  support  proposed 

3  community  development  activities;  and  (ii)  submission 

4  to  the  Secretary  of  a  request  for  such  authorization  by 

5  such  unit  of  general  local  government". 

6  SEC.  606.  UMITED  NEW  CONSTRUCTION  OF  HOUSING  UNDER 

7  COMMUNITY    DEVELOPMENT    BLOCK    GRANT 

8  PROGRAM. 

9  Section  105(a)  of  the  Housing  and  Gommimity  Develop- 

10  ment  Act  of  1974  is  amended — 

11  (1)  by  striking  out  ''and"  at  the  end  of  paragraph 

12  (17); 

13  (2)  by  striking  out  the  period  at  the  end  of  para- 

14  graph  (18)  and  inserting  in  lieu  thereof  '';  and'';  and 

15  (3)  by  adding  at  the  end  thereof  the  following  new 

16  paragraph: 

17  ''(19)  provision  of  assistance  to  facilitate  new  con- 

18  struction  or  substantial  reconstruction  in  instances  in 

19  which  persons  of  low  and  moderate  income  own  and 

20  occupy  a  home  that  the  grantee  determines  is  not  suit- 

21  able  for  rehabilitation.''. 
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1  SEC.  507.  STATE  CERTIFICATIONS  FOR  RECEIVING  COBIMUNI- 

2  TY  DEVELOPMENT  BLOCK  GRANTS  FOR  NON- 

3  ENTITLEMENT  AREAS. 

4  ^      Section  106(d)(2)  of  the  Housing  and  Community  De- 

5  velopment  Act  of  1974  is  amended — 

6  (1)  in  subparagraph  (C),  by  striking  out  "the  Gtov- 

7  emor  must  certify  that  the  State"  and  inserting  in  lieu 

8  thereof  "the  State  must  certify  that  it";  and 

9  (2)  in  subparagraph  (D),  by  striking  out  "the  Gbv- 

10  emor  of  each  State"  and  inserting  in  lieu  thereof  "the 

11  State". 

12  SEC.  508.  COMMUNITY  DEVELOPMENT  BLOCK  GRANT  LOAN 

13  GUARANTEES. 

14  (a)  Limitation  on  Cobcmitments. — The  last  sen- 

15  tence  of  section  108(a)  of  the  Housing  and  Conmiunity  De- 

16  velopment  Act  of  1974  is  amended — 

17  (1)  by  striking  "fiscal  year  1984"  and  inserting 

18  "fiscal  year  1988";  and 

19  (2)   by    striking    "$225,000,000"    and   inserting 

20  "$150,000,000". 

21  (b)  Prohibition  on  Fees. — Section  108  of  the  Hous- 

22  ing  and  Community  Development  Act  of  1974  is  amended  by 

23  adding  at  the  end  the  following  new  subsection: 

24  "(m)  No  fee  or  charge  may  be  assessed  or  collected  by 

25  the  Secretary  or  any  other  Federal  agency  on  or  with  respect 

26  to  a  guarantee  made  by  the  Secretary  under  this  section.". 
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1  SEC.  509.  URBAN  DEVELOPMENT  ACTION  GRANT  SELECTION 

2  CRITERIA. 

3  (a)  Project  Quality  Gbitbbla. — Section  119(d)(1) 

4  of  the  Housing  and  Community  Development  Act  of  1974  is 

5  amended — 

6  (1)  by  inserting  a  dash  before  "(A)"; 

7  (2)  by  indenting  subparagraphs  (A)  and  (B)  in  the 

8  same  manner  as  subparagraphs  (C),  (P),  and  (E),  as  in- 

9  sorted  by  this  subsection; 

10  (3)  in  subparagraph  (A),  by  striking  "as  the  pri- 
ll mary  criterion,"; 

12  (4)  by  striking  ''and"  at  the  end  of  subparagraph 

13  (B);  and 

14  (5)  by  striking  subparagraph  (C)  and  inserting  the 
16  following  new  subparagraphs: 

16  "(C)  the  following  other  criteria: 

17  "(i)  the  extent  to  which  the  grant  will  stimu- 

18  late    economic    recovery   by    leveraging   private 

19  investment; 

20  "(ii)  the  number  of  permanent  jobs  to  be  cre- 

21  ated  and  their  relation  to  the  amount  of  grant 

22  funds  requested; 

23  "(iii)  the  proportion  of  permanent  jobs  acces- 

24  sible  to  lower  income  persons  and  minorities,  in- 

25  eluding  persons  who  are  unemployed; 
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1  "(iv)  the  extent  to  which  the  project  will 

2  retain  jobs  that  will  be  lost  without  the  provision 

3  of  a  grant  under  this  section; 

4  "(y)  the  extent  to  which  the  project  will  re- 

5  lieve  the  most  pressing  employment  or  residential 

6  needs  of  the  applicant  by — 

7  "(I)  reemploying  workers  in  a  skill  that 

8  has  recently  suffered  a  sharp  increase  in  im- 

9  employment  locally; 

10  ''(II)    retraining    recently    unemployed 

11  residents  in  new  skills; 

12  "OH)  providing  training  to  increase  the 

13  local  pool  of  skilled  labor;  or 

14  "(IV)  producing  decent  housing  for  low- 

15  and  moderate-income  persons  in  cases  where 

16  such  housing  is  in  severe  shortage  in  the 

17  area  of  the  applicant; 

18  "(vi)  the  impact  of  the  proposed  activities  on 

19  the  fiscal  base  of  the  city  or  urban  county  and  its 

20  relation  to  the  'amount  of  grant  funds  requested; 

21  "(vii)  the  extent  to  which  State  or  local  gov- 

22  emment  funding  or  special  economic  incentives 

23  have  been  committed;  and 

24  "(viii)  the  extent  to  which  the  project  will 

25  have  a  substantial  impact  on  physical  and  eco- 
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1  nomic  development  of  the  city  or  urban  county, 

2  the  proposed  activities  are  likely  vto  be  accom- 

3  plished  in  a  timely  fashion  with  the  grant  amoimt 

4  available,  and  the  city  or  urban  county  has  dem- 

5  onstrated  performance  in  housing  and  community 

6  development  programs; 

7  ''(D)  the  failure  of  the  city  or  urban  coimty  to  re- 

8  ceive  a  preliminary  grant  approval  under  this  section — 

9  "(i)  on  or  after  December  21,  1988;  or 

10  "(ii)  during  the  12-month  period  preceding 

11  the  date  on  which  applications  are  required  to  be 

12  submitted  for  the  grant  competition  involved;  and 

13  ''(E)  whether  the  project  will  utilize  one  or  more 

14  small  business  concerns  owned  and  controlled  by  so- 

15  cially  and  economically  disadvantaged  individuals  (as 

16  such  term  is  defined  in  section  8(d)  of  the  Small  Busi- 

17  ness  Act  (15  U.S.C.  637(d)). 

18  An  application  shall  be  considered  to  produce  housing 

19  for  low-  and  moderate-income  persons  imder  subpara- 

20  graph   (C)(v)(rV)   only   if   such   application   proposes 

21  that— 

22  "(i)  not  less  than  51  percent  of  all  funds 

23  available  for  the  project  shall  be  used  for  dwelling 

24  units  and  related  facilities;  and 
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1  "(ii)  not  less  than  30  percent  of  all  funds 

2  used  for  dwelling  units  and  related  facilities  shall 

3  be  used  for  dwelling  units  to  be  occupied  by  per- 

4  sons  of  low  and  moderate  income,  or  not  less  than 

5  20  percent  of  all  dwelling  units  made  available  to 

6  occupancy  using  such  funds  shall  be  occupied  by 

7  persons  of  low  and  moderate  income,  whichever 

8  results  in  the  occupancy  of  more  dwelling  units  by 

9  persons  of  low  and  moderate  income.". 

10  (b)     Selection     Limitations     and     Gbitebia 

11  Weight. — Section  119(d)  of  the  Housing  and  Gonununity 

12  Development  Act  of  1974  is  amended  by  adding  at  the  end 

13  the  following  new  paragraphs: 

14  ''(3)  The  Secretary  shall  award  points  to  each  applica- 

15  tion  as  follows: 

16  "(A)  not  more  than  35  points  on  the  basis  of  the 

17  factors  referred  to  in  paragraph  (1)(A); 

18  "(B)  not  more  than  35  points  on  the  basis  of  the 

19  factors  referred  to  in  paragraph  (1)(B); 

20  ''(G)  not  more  than  33  points  on  the  basis  of  the 

21  factors  referred  to  in  paragraph  (IKG); 

22  "(DKi)  2  additional  points  on  the  basis  of  the 

23  factor  referred  to  in  paragraph  (l)(DKi);  or 

24  ''(ii)  1  additional  point  on  the  basis  of  the  factor 

25  referred  to  in  paragraph  (l)(D)Ci);  and 
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1  ''(E)  not  less  than  1  additional  point  on  the  basis 

2  of  the  factor  referred  to  in  paragraph  (1)(E). 

8  ''(4)  The  Secretary  shall  distribute  grant  funds  under 

4  this  section  so  that  to  the  extent  practicable  during  each 

6  funding  cycle — 

6  ''(A)  66  percent  of  the  funds  is  first  made  avail- 

7  able  utilizing  all  of  the  criteria  set  forth  in  paragraph 

8  (1);  and 

9  "(B)  86  percent  of  the  funds  is  then  made  avail- 

10  able  solely  on  the  basis  of  the  factors  referred  to  in 

11  subparagraphs  (G),  (D),  and  (E)  of  paragraph  (1). 

12  "(6)(A)  For  each  fiscal  year,  the  Secretary  shall  hold — 

15  "(i)  8  competitions  for  grants  under  paragraph  (1) 
14  for  cities  not  described  in  the  first  sentence  of  subsec- 

16  tion  (i)  (relating  to  small  cities)  and  urban  counties;  and 

16  "(ii)  8  competitions  for  cities  described  in  the  first 

17  sentence  of  subsection  (i)  (relating  to  small  cities). 

18  "(B)  Each  competition  for  grants  described  in  any 

19  clause  of  subparagraph  (A)  shall  be  for  an  amount  equal  to 

20  the  sum  of — 

21  "(i)  approximately  Vs  of  the  funds  available  for 

22  such  grants  for  the  fiscal  year; 

28  "(ii)  any  funds  available  for  such  grants  in  any 

24  previous  competition  that  are  not  awarded;  and 
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1  "(iii)  any  funds  available  for  such  grants  in  any 

2  previous  competition  that  are  recaptured. 

3  "(6)  In  determining  the  score  to  be  awarded  each  of  the 

4  criteria  under  subparagraphs  (A)  through  (E)  of  paragraph  (1) 

5  for  applications  for  grants  for  urban  counties,  the  Secretary 

6  shall  compare  such  applications  only  with  other  applications 

7  for  grants  for  urban  counties.". 

8  (c)  Use  op  Repaid  Grant  Funds. — Section  119(f)  of 

9  the  Housing  and  Community  Development  Act  of  1974  is 

10  amended  by  adding  at  the  end  the  following:  "In  any  case  in 

11  which  the  project  proposes  the  repayment  to  the  applicant  of 

12  the  grant  funds,  such  funds  shall  be  made  available  by  the 

13  applicant  for  economic  development  activities  that  are  or 

14  would  be  eligible  activities  under  this  section  or  section  104. 

15  The  applicant  shall  annually  provide  the  Secretary  with  a 

16  statement  of  the  projected  receipt  and  use  of  repaid  grant 

17  funds  diuing  the  next  year  together  with  a  report  acceptable 

18  to  the  Secretary  on  the  use  of  such  funds  during  the  most 

19  recent  preceding  full  fiscal  year  of  the  applicant.''. 

20  (d)  NoNDiscBiMiNATiON. — Section  119(r)  of  the  Hous- 

21  ing  and  Community  Development  Act  of  1974  is  amended  to 

22  read  as  follows: 

23  ''(r)  In  utilizing  the  discretion  of  the  Secretary  when 

24  providing  assistance  and  applying  selection  criteria  under  this 
26  section,  the  Secretary  may  not  discriminate  against  applica- 
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1  tions  on  the  basis  of  (1)  the  type  of  activity  involved,  whether 

2  such  activity  is  primarily  housing,  industrial,  or  commercial; 
8  or  (2)  the  type  of  applicant,  whether  such  applicant  is  a  city 
4  or  urban  county/'. 

6  (e)  Rbpobts  op  Cobiptbolleb  Genebal. — 

6  (1)(A)  Not  later  than  the  expiration  of  the  1-year 

7  period  following  the  date  of  the  enactment  of  this  Act 

8  and  every  8  years  thereafter,  the  Comptroller  General 

9  of  the  United  States  shall  prepare  and  submit  to  the 

10  Congress  a  comprehensive  report  evaluating  the  eligi- 

11  bility  standards  and  selection  criteria  applicable  under 

12  section  119  of  the  Housing  and  Conmiunity  Develop- 
18  ment  Act  of  1974. 

14  (B)  Such  report  shall  evaluate  in  detail  the  stand- 

16  ards  and  criteria  specified  in  such  section  that  measure 

16  the  level  or  comparative  degree  of  economic  distress  of 

17  cities  and  urban  counties  and  the  effect  of  the  grants 

18  awarded  on  the  basis  of  such  standards  and  criteria 

19  on  stimulating  the  maximum  economic  development 

20  activity. 

21  (C)  Such  report  shall  also  evaluate  in  detail  the 

22  extent  to  which  the  economic  and  social  data  utilized 
28  by  the  Secretary  in  awarding  grants  under  such  section 
24  is  current  and  accurate,  and  shall  compare  the  data 
26  used  by  the  Secretary  with  other  available  data.  The 
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1  Comptroller  General  shall  make  recommendations  to 

2  the  Congress  on  whether  or  not  other  data  should  be 

3  collected  by  the  Federal  Government  in  order  to  fairly 

4  and  accm'ately  distribute  grants  under  such  section 

5  based  on  the  level  or  comparative  degree  of  economic 

6  distress.  The  Comptroller  General  shall  also  make  rec- 

7  onunendations  on  whether  or  not  existing  data  should 

8  be  collected  more  frequently  in  order  to  ensure  that 

9  timely  data  is  used  to  evaluate  grant  applications  under 

10  such  section. 

11  (2)  Not  later  than  the  expiration  of  the  3-month 

12  period  following  the  date  of  the  final  competition  for 

13  grants  for  fiscal  year  1987  under  section  119  of  the 

14  Housing  and  Community  Development  Act  of  1974, 

15  the  Comptroller  General  of  the  United  States  shall  pre- 

16  pare  and  submit  to  the  Congress  a  comprehensive 

17  report  describing  the  effect  of  the  amendments  made  by 

18  this  section  on — 

19  (A)  the  targeting  of  grant  funds  to  cities  and 

20  urban  counties  having  the  highest  level  or  degree 

21  of  economic  distress; 

22  (B)  the  distribution  of  grant  funds  among  re- 

23  gions  of  the  United  States; 

24  (C)  the  number  and  types  of  projects  receiv- 

25  ing  grants; 
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1  (D)  the  per  capita  funding  levels  for  each 

2  city,  urban  county,  or  identifiable  community  de- 

3  scribed  in  subsection  (p)  of  such  section  119,  re- 

4  ceiving  assistance  under  such  section  119;  and 

5  (E)  the  stimulation  of  the  maximum  econom- 

6  ic  development  activity. 

7  (0  Regulations.— The   Secretary  of  Housmg  and 

8  Urban  Development  shall  issue  such  regulations  as  may  be 

9  necessary  to  carry  out  the  amendments  made  by  this  section. 

10  Such  regulations  shall  be  published  for  comment  in  the  Fed- 

11  eral  Register  not  later  than  60  days  after  the  date  of  the 

12  enactment  of  this  Act. 

13  (g)  Applicability.— The  amendments  made  by  this 

14  section  shall  be  applicable  to  the  making  of  urban  develop- 

15  ment  action  grants  that  have  not  received  the  preliminary 

16  approval  of  the  Secretary  of  Housing  and  Urban  Develop- 

17  ment  before  the  date  on  which  final  regulations  issued  by  the 

18  Secretary  under  subsection  (0  become  effective. 

19  SEC.  610.  PROHIBITION  ON  USE  OF  URBAN  DEVELOPMENT 

20  ACTION  GRANTS  FOR  BUSINESS  RELOCATIONS. 

21  (a)  In  Oenebal. — Section  119(h)  of  the  Housing  and 

22  Community  Development  Act  of  1974  is  amended — 

28  (1)  by  inserting  after  the  subsection  designation 

24  the  following:  "(1)  Speculative  projects.—"; 
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1  (2)  by  adding  at  the  end  of  paragraph  (1),  as  so 

2  redesignated,  the  following  new  sentence:  ''The  provi- 

3  sions  of  this  paragraph  shall  apply  only  to  projects  that 

4  do  not  have  identified  intended  occupants/';  and 

5  (3)   by   adding   at   the   end   the   following  new 

6  paragraphs: 

7  "(2)  Projects  with  identified  intended  occu- 

8  PANTS. — No  assistance  may  be  provided  or  utilized  under 

9  this  section  for  any  project  with  identified  intended  occupants 

10  that  is  likely  to  facilitate — 

11  ''(A)  a  relocation  of  any  operation  of  an  industrial 

12  or  conunercial  plant  or  facility  or  other  business  estab- 

13  lishment — 

14  ''(i)  from  any  city,  urban  county,  or  identifia- 

15  ble  conununity  described  in  subsection  (p),  that  is 

16  eligible  for  assistance  under  this  section;  and 

17  "(ii)  to  the  city,  urban  county,  or  identifiable 

18  community  described  in  subsection  (p),  in  which 

19  the  project  is  located;  or 

20  "(B)  an  expansion  of  any  such  operation  that  re- 

21  suits  in  a  reduction  of  any  such  operation  in  any  city, 

22  county,  or  conununity  described  in  subparagraph  (AKi). 

23  "(3)  Significant  and  advebse  effect. — The  re- 

24  strictions  established  in  paragraph  (2)  shall  not  apply  if  the 

25  Secretary  determines  that  the  relocation  or  expansion  does 
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1  not  significantly  and  adversely  affect  the  employment  or  eco- 

2  nomic  base  of  the  city,  county,  or  community  from  which  the 

3  relocation  or  expansion  occurs. 

4  ''(4)  PbOJBCTS  INCBBA8IN0  MARKET  8HABE  OF  NON- 

5  DOMESTIC  COBPOBATION. — No  assistance  may  be  provided 

6  or  utilized  under  this  section  for  any  project  that  the  Secre- 

7  tary  determines  will  be  used  to  expand  the  market  share  of  a 

8  nondomestic  business  entity  in  a  manner  that  decreases  the 

9  market  share  or  operations  of  a  domestic  business  entity. 

10  "(5)  Definitions.— (A)  For  purposes  of  this  subsec- 

11  tion,  the  term  'operation'  includes  any  plant,  equipment,  fa- 

12  cility,  position,  employment  opportunity,  production  capacity, 

13  or  product  line. 

14  "(B)  For  purposes  of  this  subsection,  the  term  'domestic 

15  business  entity'  means  any  business  entity  not  described  in 

16  subparagraph  (C). 

17  "(C)  For  purposes  of  this  subsection,  the  term  'nondo- 

18  mestic  business  entity'  means  any  business  entity — 

19  "(i)  more  than  50  percent  of  the  ownership  of 

20  which  is  held  by  persons  who  are  not  citizens  or  per- 

21  manent  residents  of  the  United  States; 

22  "(ii)  that  is  controlled  by  persons  who  are  not  citi- 

23  zens  or  permanent  residents  of  the  United  States;  or 

24  "(iii)  that  is  a  subsidiary  of,  or  is  controlled  by, 

25  another  business  entity  described  in  clause  (i)  or  (ii). 
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1  ''(6)  Regulations. — Not  later  than  60  days  after  the 

2  date  of  the  enactment  of  the  Housing  and  Gonununity  Devel- 

3  opment  Act  of  1987,  the  Secretary  shall  issue  such  regula- 

4  tions  as  may  be  necessary  to  carry  out  the  provisions  of  this 

5  subsection.  Such  regulations  shall  include  specific  criteria  to 

6  be  used  by  the  Secretary  in  determining  whether  there  is  a 

7  significant  and  adverse  effect  under  paragraph  (3).'\ 

8  (b)  Applicabilitt. — The  amendments  made  by  this 

9  section  shall  be  applicable  to  urban  development  action 

10  grants  that  have  not  received  the  preliminary  approval  of  the 

11  Secretary  of  Housing  and  Urban  Development  before  the 

12  date  of  the  enactment  of  this  Act. 

13  SEC.  511.  URBAN  HOMESTEADING. 

14  (a)   Conveyances  of  Peopebty  by  State   and 

15  Local  Govebnments  fob  Considebation. — Section  810 

16  of  the  Housing  and  Community  Development  Act  of  1974  is 

17  amended — 

18  (1)  in  subsection  (b)(1),  by  inserting  after  "consid- 

19  eration''  the  following:  ''in  the  case  of  a  lower  income 

20  family  or  individual,  or  for  such  consideration  (if  any) 

21  as  may  be  agreed  upon  by  the  entity  and  the  family  or 

22  individual  in  the  case  of  a  family  or  individual  that  is 

23  not  a  lower  income  family  or  individual''; 

24  (2)  by  striking  out  "and"  at  the  end  of  subsection 

25  (bK3KC); 
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1  (8)  by  inserting  ''and"  after  the  semicolon  at  the 

2  end  of  subsection  (bKSKD); 

8  (4)  by  adding  at  the  end  of  subsection  (bKS)  the 

4  following  new  subparagraph: 

5  ''(E)  pay  the  agreed  upon  consideration  (if 

6  any)  for  the  property,  in  the  case  of  a  family  or 

7  individual  that  is  not  a  lower  income  family  or 

8  individual;"; 

9  (6)  in  subsection  (b)(6),  by  inserting  after  "consid- 

10  eration"  the  following:  "in  the  case  of  a  lower  income 

11  family  or  individual,  or  for  such  consideration  (if  any) 

12  as  may  be  agreed  upon  by  the  entity  and  the  family  or 

15  individual  in  the  case  of  a  family  or  individual  that  is 
14  not  a  lower  income  family  or  individual,"; 

16  (6)  in  subsection  (b)(7) — 

16  (A)  by  striking  out  "and"  at  the  end  of  sub- 

17  paragraph  (B); 

18  (B)  by  striking  out  the  period  at  the  end  of 

19  subparagraph  (G)  and  inserting  in  lieu  thereof  a 

20  semicolon;  and 

21  (G)  by  adding  at  the  end  thereof  the  follow- 

22  ing  new  subparagraphs: 

28  "(D)  prohibits  the  unit  of  general  local  gov- 

24  emment.  State,  or  public  agency  designated  by  a 

26  unit  of  general  local  government  or  a  State,  from 
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1  charging  consideration  for  a  property,   if  such 

2  charge  results  in  excluding  any  prospective  recipi- 

3  ent  qualified  for  the  special  priority  under  sub- 

4  paragraph  (A);  and 

5  ''(E)  prohibits  the  conveyance  of  any  proper- 

6  ty  under  this  section  to  a  family  or  individual  that 

7  is  not  a  lower  income  family  or  individual,  if  there 

8  is  a  qualified  applicant  who  is  a  lower  income 

9  family  or  individual."; 

10  (7)  by  adding  at  the  end  of  subsection  (b)  the  fol- 

11  lowing  new  sentences:  ''Any  unit  of  general  local  gov- 

12  emment,  State,  or  public  agency  designated  by  a  unit 

13  of  general  local  government  or  a  State,  that  receives 

14  consideration  in  connection  with  the  conveyance  of  a 

15  property  to  an  individual  or  family  under  this  section 

16  shall  remit  to  the  Secretary  any  amount  received,  in 

17  such  manner  and  at  such  time  as  the  Secretary  may 

18  prescribe.  The  Secretary  shall  deposit  any  amount  re- 

19  mitted  under  the  preceding  sentence  in  a  revolving 

20  fund,  which  shall  be  available  to  the  Secretary,  to  the 

21  extent  approved  in  appropriation  Acts,  for  purposes  of 

22  carrying  out  this  section.";  and 

23  (8)  in  subsection  (hK3),  by  striking  out  "subsection 

24  and    subsection    (i)"    and   inserting    in    lieu    thereof 

25  "section". 
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1  (b)    Incbbasbd    Assistance    fob    Cobcbcunitibs 

2  Havino  High  Ratbs  of  Fobbclosubbs. — Section  810  of 
8  the  Housing  and  Community  Development  Act  of  1974  is 

4  amended — 

5  (1)  by  redesignating  subsection  (k)  as  subsection 

6  0);  and 

7  (2)  by  inserting  after  subsection  (j)  the  following 

8  new  subsection: 

9  ''(k)(l)  Any  unit  of  general  local  government  in  which 

10  the  rate  of  foreclosure  on  mortgages  on  single-family  dwell- 

11  ings  insured  under  title  11  of  the  National  Housing  Act  ex- 

12  ceeds  by  more  than  20  percent  such  rate  of  foreclosure  in 

15  such  unit  of  general  local  government  during  the  preceding 
14  year  may  apply  to  the  Secretary  for  an  increase  in  its  assist- 

16  ance  under  this  section. 

16  "(2)  Any  unit  of  general  local  government  applying  for 

17  an  increase  in  assistance  under  this  subsection  shall  provide 

18  the  Secretary  with  documentation  describing  the  rate  of  fore- 

19  closure  referred  to  in  paragraph  (1),  the  administrative  capac- 

20  ities  of  the  homestead  program  of  such  unit  of  general  local 

21  government,  and  the  likely  effect  of  the  use  of  additional  as- 

22  sistance  under  this  subsection  on  such  rate  of  foreclosure. 
28  ''(S)  The  Secretary  may  not  approve  an  increase  in  as- 
24  sistance  under  this  subsection  that  exceeds  an  amount  equal 
26  to  60  percent  of  the  assistance  requested  by  the  unit  of  gen- 
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1  eral  local  government  under  this  section  in  its  original 

2  application/'. 

3  (c)  Authorization  op  Appbopbiations. — The  first 

4  sentence  of  section  8100)  of  the  Housing  and  Conununity 

5  Development  Act  of  1974,  as  so  redesignated  by  subsection 

6  (b),  is  amended  to  read  as  follows:  "To  reimburse  the  housing 

7  loan  funds  for  properties  transferred  pursuant  to  this  section, 

8  and  to  carry  out  subsections  (c),  (g),  (h),  and  (i),  there  are 

9  authorized  to  be  appropriated  $15,000,000  for  fiscal  year 

10  1988/'. 

1 1  SEC.  512.  rehabilitation  LOANS. 

12  (a)  Extension  op  Loan  Authobity. — Section  312(h) 

13  of  the  Housing  Act  of  1964  is  amended  by  striking  "Septem- 

14  ber  30,  1987"  and  inserting  "September  30,  1988". 

15  (b)  Pbohibition  of  Cbbtain  Fees. — Section  312(g) 

16  of  the  Housing  Act  of  1964  is  amended  by  adding  at  the  end 

17  the  following  new  sentences:  "No  risk  premium  or  loan  fee 

18  may  be  assessed  or  collected  by  or  for  the  Secretary  or  any 

19  other  Federal  agency  on  or  with  respect  to  a  loan  made 

20  under  this  section.  Any  person  who  pays  any  such  premium 

21  or  fee  before  the  date  of  the  enactment  of  the  Housing  and 

22  Community  Development  Act  of  1987  shall  be  reimbursed 

23  for  the  amount  paid.". 
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1  SEC.  618.  NEIGHBORHOOD  REINVESTMENT  CORPORATION. 

2  Section  608(a)  of  the  Neighborhood  Reinvestment  Gor- 
8  poration  Act  is  amended  to  read  as  follows: 

4  ''(a)  There  are  authorized  to  be  appropriated  to  the  cor- 

6  poration  to  carry  out  this  title  $19,000,000  for  fiscal  year 

6  1988.". 

7  SEC.  614.  NEIGHBORHOOD  DEVELOPMENT  DEMONSTRATION 

8  PROGRAM. 

9  Section  123(g)  of  the  Housing  and  Urban-Rural  Reoov- 

10  ery  Act  of  1988  is  amended  to  read  as  follows: 

11  **(g)  There  are  authorized  to  be  appropriated  to  carry 

12  out  this  section  $10,000,000  for  fiscal  year  1988.". 
18  SEC.  615.  PARR  CENTRAL  NEW  COMMUNITY  PROJECT. 

14  (a)  Housing  Assistance. — Section  213  of  the  Hous- 

15  ing  and  Community  Development  Act  of  1974  is  amended  by 

16  adding  at  the  end  the  following  new  subsection: 

17  ''(e)  The  Secretary  shall  enter  into  an  annual  contribu- 

18  tions  contract  for  a  term  of  180  months  to  obligate  sufficient 

19  funds  to  provide  assistance  payments  pursuant  to  section 

20  8(b)(1)  of  the  United  States  Housing  Act  of  1937  on  behalf  of 

21  5(X)  lower  income  families  from  budget  authority  made  avail- 

22  able  for  fiscal  year  1988,  so  long  as  such  families  occupy 
28  properties  in  the  Park  Central  New  Community  Project  or  in 
24  adjacent  areas  that  are  recognized  by  the  unit  of  general  local 
26  government  in  which  such  Project  is  located  as  being  includ- 
26  ed  within  the  Park  Central  New  Town  In  Town  Project.  If  a 
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1  lower  income  family  receiving  assistance  payments  pursuant 

2  to  this  subsection  ceases  to  qualify  for  assistance  payments 

3  pursuant  to  the  provisions  of  section  8  of  such  Act  or  of  this 

4  subsection  during  the  180-month  term  of  the  annual  contribu- 

5  tions  contract,  assistance  payments  shall  be  made  on  behalf 

6  of  another  lower  income  family  who  occupies  a  unit  identified 

7  in  the  previous  sentence.". 

8  (b)    COMBIUNITY    DEVELOPBiENT    ASSISTANCE. — SeC- 

9  tion  107(a)  of  the  Housing  and  Gonununity  Development  Act 

10  of  1974  is  amended  by  adding  at  the  end  the  following  new 

11  sentence:  ''Of  the  amount  set  aside  for  grants  under  subsec- 

12  tion  (b)  for  fiscal  year  1988,  $5,000,000  shall  be  made  avail- 

13  able  by  the  Secretary  for  purposes  of  grants  under  subsection 

14  (bKl)  for  the  Park  Central  New  Community  Project.". 

15  SEC.  516.  LIMITATION  ON  RECAPTURE  OF  CERTAIN  RESERVA- 

16  TIONS  OF  ASSISTANCE. 

17  After  the  reservation  of  assistance  for  any  person  or 

18  governmental  entity  under  section  312  of  the  Housing  Act  of 

19  1964  or  section  810  of  the  Housing  and  Community  Devel- 

20  opment  Act  of  1974,  the  Secretary  of  Housing  and  Urban 

21  Development  shall  not  recapture  any  of  the  assistance  includ- 

22  ed  in  such  reservation  due  to  the  failure  of  such  person  or 

23  governmental  entity  to  utilize,  obligate,  or  expend  such  as- 

24  sistance  during  the  fiscal  year  in  which  such  amount  is  re- 

25  ceived  or  during  the  succeeding  fiscal  year. 
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1  SEC.  617.  COMMUNITY  DEVELOPMENT  TECHNICAL  AMEND- 

2  MENTS. 

8  Section  128(eK8)  of  the  Housing  and  Urban-Rural  Be- 

4  oovery  Act  of  1988  is  amended  by  striking  ''Act''  and  insert- 

5  ing  ''section''. 

6  Subtitle  B— Flood  and  Crime 

7  Insurance  Programs 

8  SEC.  541.  EXTENSION  OF  FLOOD  INSURANCE  PROGRAMS. 

9  (a)  General  Authority.— Section  1819  of  the  Na- 

10  tional  Flood  Insurance  Act  of  1968  is  amended  by  striking 

11  ''September  80,  1987''  and  inserting  "September  80,  1988". 

12  (b)  Embrgenoy  Implementation.— Section  18S6(a) 
18  of  the  National  Flood  Insurance  Act  of  1968  is  amended  by 

14  striking  "September  80,    1987"   and  inserting  "Septem- 

15  ber  80,  1988". 

16  (c)  Establishment  of  Flood-Risk  Zones. — Sec- 

17  tion  1860(a)(2)  of  the  National  Flood  Insurance  Act  of  1968 

18  is  amended  by  striking  "September  80,  1987"  and  inserting 

19  "September  30,  1988". 

20  (d)  Limitation  on  Premiums. — The  premium  rates 

21  charged  for  flood  insurance  under  any  program  established 

22  pursuant  to  the  National  Flood  Insurance  Act  of  1968  may 
28  not  be  increased  during  the  period  beginning  on  the  date  of 

24  the  enactment  of  this  Act  and  ending  on  September  80, 

25  1988,  by  more  than  a  prorated  annual  rate  of  10  percent. 
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1  SEC.  542.  EXTENSION  OF  CRIME  INSURANCE  PROGRAMS. 

2  (a)  General  Authority. — Section  1201(bKl)  of  the 

3  National  Housing  Act  is  amended  by  striking  ''Septem- 

4  ber  30,  1987"  in  the  matter  preceding  subparagraph  (A)  and 

5  inserting  "September  30,  1988". 

6  (b)  Continuation  op  Existing  Contracts. — Sec- 

7  tion  1201(bKl)(A)  of  the  National  Housing  Act  is  amended 

8  by  striking  "September  30,  1986"  and  inserting  "Septem- 

9  ber  30,  1989". 

10  (c)  Limitation  on  Premiums. — The  premium  rates 

11  charged  for  crime  insurance  under  any  program  established 

12  pursuant  to  part  C  of  title  XII  of  the  National  Housing  Act 

13  may  not  be  increased  during  the  period  beginning  on  the  date 

14  of  the  enactment  of  this  Act  and  ending  on  September  30, 

15  1988,  by  more  than  a  prorated  annual  rate  of  10  percent. 

16  SEC.    543.    studies    UNDER   NATIONAL    FLOOD    INSURANCE 

17  PROGRAM. 

18  Section  1376(c)  of  the  National  Flood  Insurance  Act  of 

19  1968  is  amended  to  read  as  follows: 

20  ''(c)  There  are  authorized  to  be  appropriated  for  studies 

21  under  this   title   $38,000,000  for  fiscal  year   1988.   Any 

22  amount  appropriated  under  this  subsection  shall  remain  avail- 

23  able  until  expended.''. 
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1  SEC  644.  FLOOD  AND  CRIME  INSURANCE  TECHNICAL  AMEND- 

2  MENT8. 

8  (a)  Cbimb  Insubancb  Pboobam  Authority.— Seo- 

4  tion  1201(b)  of  the  National  Housing  Act  is  amended — 

5  (1)  by  striking  paragraphs  (2)  and  (8); 

6  (2)  by  striking  ''(b)(1)"  and  inserting  ''(b)'';  and 

7  (8)  by  redesignating  subparagraphs  (A)  through 

8  (C)  as  paragraphs  (1)  through  (8),  respectively. 

9  (b)  Reinsubancb  Agrbebibnts.— Section  1222(c)  of 

10  the  National  Housing  Act  is  amended  by  striking  "section 

11  S679(a)  of  the  Revised  Statutes  of  the  United  States  (81 

12  U.S.C.  665(a))/'  and  inserting  "section  lS41(a)  of  title  81, 
18  United  States  Code/'. 

14  (c)  National  Insurance  Development  Fund.— 

15  Section  1248(d)  of  the  National  Housing  Act  is  amended  by 

16  striking  "by  law  (sections  102,  108,  and  104  of  the  Oovem- 

17  ment  Corporation  Control  Act  (31  U.S.C.  847-849))"  and 

18  inserting  "by  sections  9108  and  9104  of  title  81,  United 

19  States  Code/'. 

20  (d)  National  Flood  Insurance  Fund. — Section 

21  1810(e)  of  the  National  Flood  Insurance  Act  of  1968  is 

22  amended  by  inserting  a  conmia  after  "Code". 

28  (e)  FEMA  Treasury  Borrowings.— The  third  sen- 

24  tence  of  section  15(e)  of  the  Federal  Flood  Insurance  Act  of 

25  1956  is  amended  by  inserting  a  comma  after  "Code". 
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1  Subtitle  C — Miscellaneous  Programs 

2  SEC.  561.  FAIR  HOUSING  INITIATIVES  PROGRAM. 

3  (a)  In   General. — The   Secretary  of  Housing  and 

4  Urban  Development  (in  this  section  referred  to  as  the  "Sec- 

5  retary")  may  make  grants  to,  or  (to  the  extent  of  amounts 

6  provided  in  appropriation  Acts)  enter  into  contracts  or  coop- 

7  erative  agreements  with,  State  or  local  governments  or  their 

8  agencies,  public  or  private  nonprofit  organizations  or  institu- 

9  tions,  or  other  public  or  private  entities  that  are  formulating 

10  or  carrying  out  programs  to  prevent  or  eliminate  discrimina- 

11  tory  housing  practices,  to  develop,  implement,  carry  out,  or 

12  coordinate — 

13  (1)  programs  or  activities  designed  to  obtain  en- 

14  forcement  of  the  rights  granted  by  title  VTH  of  the  Act 

15  of  April  11,  1968  (commonly  referred  to  as  the  Civil 

16  Rights  Act  of  1968),  or  by  State  or  local  laws  that 

17  provide  rights  and  remedies  for  alleged  discriminatory 

18  housing  practices  that  are  substantially  equivalent  to 

19  the  rights  and  remedies  provided  in  such  title  \111, 

20  through  such  appropriate  judicial  or  administrative  pro- 

21  ceedings   (including  informal   methods   of  conference, 

22  conciliation,  and  persuasion)  as  are  available  therefor; 

23  and 
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1  (2)  education  and  outreach  programs  designed  to 

2  inform  the  public  concerning  rights  and  obligations 
8  under  the  laws  referred  to  in  paragraph  (1). 

4  (b)  Pboobam  Administration. — 

5  (1)  Not  less  than  SO  days  before  providing  a  grant 

6  or  entering  into  any  contract  or  cooperative  agreement 

7  to  carry  out  activities  authorized  by  this  section,  the 

8  Secretary  shaU  submit  notification  of  such  proposed 

9  grant,  contract,  or  cooperative  agreement  (including  a 

10  description  of  the  geographical  distribution  of  such  con- 

11  tracts)  to  the  Committee  on  Banking,  Housing,  and 

12  Urban  Affairs  of  the  Senate  and  the  Conmiittee  on 
18  Banking,  Finance  and  Urban  Affairs  of  the  House  of 

14  Representatives. 

15  (2)  The  Secretary  shall  provide  to  the  Committee 

16  on  Banking,  Housing,  and  Urban  Affairs  of  the  Senate 

17  and  the  Committee  on  Banking,  Finance  and  Urban 

18  Affairs  of  the  House  of  Representatives  a  quarterly 

19  report  that  summarizes  the  activities  funded  under  this 

20  section  and  describes  the  geographical  distribution  of 

21  grants,  contracts,  or  cooperative  agreements  funded 

22  under  this  section. 
28  (c)  Rboulations. — 
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1  (1)  The  Secretary  shall  issue  such  regulations  as 

2  may  be  necessary  to  carry  out  the  provisions  of  this 

3  section. 

4  (2)  The  Secretary  shall  issue  regulations  govem- 

5  ing  the  use  of  funds  under  this  section  for  testing  con- 

6  ducted  by  private  organizations.  Such  regulations  shall 

7  contain  measures  determined  by  the  Secretary  to  be 

8  necessary  to  ensure  that  all  such  testing  is  objective, 

9  reliable,  and  controlled.  Such  regulations  shall  guaran- 

10  tee  the  credibility  and  probative  value  of  testing  evi- 

11  dence  and  preclude,  to  the  extent  possible  without  in- 

12  fringing  on  rights  and  remedies  provided  by  Federal 

13  fair  housing  laws,  the  misuse  of  the  funds  provided 

14  under  this  section.  No  such  testing  shall  be  funded 

15  under  this  section  unless  preceded  by  an  allegation  of  a 

16  discriminatory  housing  practice  made  by  a  person  not 

17  employed  by  the  organization  conducting  the  test.  No 

18  provision  of  this  section  or  regulation  issued  under  this 

19  section  (A)  shall  have  any  application  to  testing  other 

20  than  testing  conducted  with  funds  provided  under  this 

21  section;  or  (B)  may  be  construed  to  limit  or  otherwise 

22  restrict  the  use  of  facts  secured  through  testing  not 

23  funded  under  this  section  in  any  legal  proceeding  under 

24  Federal  fair  housing  laws. 
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1  (8)  Such  regulations  shall  include  provisions  gov- 

2  eming  applications  for  assistance  under  this  section, 
8           and  shall  require  each  such  application  to  contain — 

4  (A)  a  description  of  the  assisted  activities 

5  proposed  to  be  undertaken  by  the  applicant,  to- 

6  gether  with  the  estimated  costs  and  schedule  for 

7  completion  of  such  activities; 

8  (B)  a  description  of  the  experience  of  the  ap- 

9  plicant  in  formulating  or  carrying  out  programs  to 

10  prevent     or     eliminate     discriminatory     housing 

11  practices; 

12  (C)  available  information,  including  studies 
IS  made  by  or  available  to  the  applicant,  indicating 

14  the  nature  and  extent  of  discriminatory  housing 

15  practices  occurring  in  the  general  location  where 

16  the  applicant  proposes  to  conduct  its  assisted  ac- 

17  tivities,  and  the  relationship  of  such  activities  to 

18  such  practices; 

19  (D)  an  estimate  of  such  other  public  or  pri- 

20  vate  resources  as  may  be  available  to  assist  the 

21  proposed  activities; 

22  (E)  a  description  of  proposed  procedures  to 
28  be  used  by  the  applicant  for  monitoring  conduct 

24  and  evaluating  results  of  the  proposed  activities; 

25  and 
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1  (F)  any  additional  information  required  by 

2  the  Secretary. 

3  (4)  Regulations  issued  under  this  subsection  shall 

4  not  become  effective  prior  to  the  expiration  of  90  days 

5  after  the  Secretary  transmits  such  regulations,  in  the 

6  form  such  regulations  are  intended  to  be  published,  to 

7  the    Committee    on    Banking,    Housing,    and   Urban 

8  Affairs  of  the  Senate  and  the  Committee  on  Banking, 

9  Finance     and    Urban    Affairs     of    the    House    of 

10  Representatives. 

11  (5)  The  Secretary  shall  not  obligate  or  expend  any 

12  amount  under  this  section  before  the  effective  date  of 

13  the  regulations  required  under  this  subsection. 

14  (d)  Authorization  op  Appbopbiations. — There  are 

15  authorized  to  be  appropriated  to  carry  out  the  provisions  of 

16  this  section,  including  any  program  evaluations,  $10,000,000 

17  for  fiscal  year  1988.  Any  amount  appropriated  under  this 

18  section  shall  remain  available  until  expended. 

19  SEC.  562.  COLLECTION  OF  CERTAIN  DATA 

20  To  assess  the  extent  of  compliance  with  Federal  fair 

21  housing  requirements  (including  the  requirements  established 

22  under  title  VI  of  Public  Law  88-352  and  title  Vm  of  Public 

23  Law  90-284),  the  Secretary  of  Housing  and  Urban  Develop- 

24  ment  and  the  Secretary  of  Agriculture  shall  each  collect,  not 

25  less  than  annually,  data  on  the  racial  and  ethnic  characteris- 
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1  tics  of  persons  eligible  for,  ajisisted,  or  otherwise  benefiting 

2  under  each  community  development,  housing  ajisistanoe,  and 
8  mortgage  and  loan  insurance  and  guarantee  program  admin- 

4  istered  by  such  Secretary.  Such  data  shall  be  collected  on  a 

5  building  by  building  basis  if  the  Secretary  involved  deter- 

6  mines  such  collection  to  be  appropriate. 

7  SEC.  668.  REGULATORY  AUTHORITY. 

8  (a)  Department  op  Housing  and  Urban  Develop- 

9  MENT. — Section  7(o)  of  the  Department  of  Housing  and 

10  Urban  Development  Act  is  amended  by  adding  at  the  end 

1 1  thereof  the  following  new  paragraphs: 

12  ''(7)  The  Secretary  shall,  on  a  quarterly  basis,  transmit 
IS  to  both  Committees  a  summary  (or,  upon  the  request  of  the 

14  Chairman  of  either  Committee,  a  copy)  of  each  notice  or 

15  handbook  to  be  issued  by  the  Secretary  not  less  than  15  days 

16  before  the  date  of  such  issuance. 

17  "(8)  The  Secretary  shall  include  with  each  rule  or  regu- 

18  lation,  notice,  or  handbook  required  to  be  transmitted  to  the 

19  Committees  under  this  subsection  a  detailed  summary  of  all 

20  changes  required  by  the  Office  of  Management  and  Budget 

21  that  prohibit,  modify,  postpone,  or  disapprove  such  rule  or 

22  regulation,  notice,  or  handbook  in  whole  or  part.". 

28  (b)  Farmers  Home  Administration.— Section  584 

24  of  the  Housing  Act  of  1949  is  amended  by  adding  at  the  end 

25  thereof  the  following  new  subsections: 
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1  ''(d)  The  Secretary  shall,  on  a  quarterly  basis,  transmit 

2  to  both  Committees  referred  to  in  subsection  (b)  a  summary 

3  (or,  upon  the  request  of  the  Chairman  of  either  Committee,  a 

4  copy)  of  each  notice  or  handbook  to  be  issued  by  the  Secre- 

5  tary  under  this  title  not  less  than  15  days  before  the  date  of 

6  such  issuance. 

7  "(e)  The  Secretary  shall  include  with  each  rule  or  regu- 

8  lation,  notice,  or  handbook  required  to  be  transmitted  to  the 

9  Committees  under  this  section  a  detailed  summary  of  all 

10  changes  required  by  the  Office  of  Management  and  Budget 

11  that  prohibit,  modify,  postpone,  or  disapprove  such  rule  or 

12  regulation,  notice,  or  handbook  in  whole  or  part.". 

13  SEC.  564.  TIMELY  PAYMENT  OF  SUBCONTRACTORS. 

14  It  is  the  policy  of  the  United  States  that  each  prime 

15  contractor  of  the  Department  of  Housing  and  Urban  Devel- 

16  opment  should  establish  procedures  to  ensure  the  timely  pay- 

17  ment  of  amounts  due  pursuant  to  the  terms  of  the  subcon- 

18  tracts  of  such  prime  contractor. 

19  SEC.  565.  RESEARCH  AND  DEVELOPMENT. 

20  (a)  Authorization  op  Appropriations. — Section 

21  501  of  the  Housing  and  Urban  Development  Act  of  1970  is 

22  amended  by  striking  the  second  and  third  sentences  and  in- 

23  serting  the  following:  ''There  are  authorized  to  be  appropri- 

24  ated  to  carry  out  this  title  $20,000,000  for  fiscal  year 

25  1988.". 
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1  (b)  Additional  Rbsbaboh  Pboobams. — Title  V  of 

2  the  Housing  and  Urban  Development  Act  of  1970  is  amend- 
8  ed  by  adding  at  the  end  the  following  new  sections: 

4  ''public  housing  bnbbgy  impbovbmbnts 

5  ''Sbo.  518.  In  carrying  out  activities  under  section  501, 

6  the  Secretary  shall  develop  a  system  that  may  be  used  by 

7  public  housing  agencies  to  monitor  energy  use  in  public  hous- 

8  ing  projects  and  to  identify  energy  conservation  improve- 

9  ments  that  are  cost-effective  (taking  into  consideration  alter- 

10  native  financing  mechanisms). 

11  ''lowbb  oost  building  tbohnologibs 

12  ''Sbo.  514.  In  carrying  out  activities  under  section  501, 
18  the  Secretary  shaU  conduct  research  on  new  building  technol- 

14  ogies  that  are  designed  to  lower  the  cost  of  construction  of 

15  single-  and  multi-family  housing.''. 

16  SEC.  666.  HOME  MORTGAGE  DISCLOSURE. 

17  The  Home  Mortgage  Disclosure  Act  of  1975  is  amend- 

18  ed  by  striking  section  812. 

19  SEC.  667.  lead-based  PAINT  POISONING  PREVENTION. 

20  (a)  Lbad-Basbd  Paint  Poisoning  Pbbvbntion  Pbo- 

21  CBDUBBS. — Section  802  of  the  Lead-Based  Pamt  Poisoning 

22  Prevention  Act  is  amended — 

28  (1)  in  clause  (1)  of  the  second  sentence,  by  insert- 

24  ing  after  "exposed''  the  following:  '',  including  intact 

25  lead-based  paint  on  the  interior  and  exterior  surfaces  of 

26  such  housing''; 
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1  (2)  by  striking  out  the  third  sentence; 

2  (3)  by  inserting  "(a)"  after  the  section  designation; 

3  and 

4  (4)  by  adding  at  the  end  thereof  the  following  new 

5  subsections: 

6  ''(b)  The  Secretary  shall  make  a  periodic  determination 

7  of  whether  housing  constructed  during  or  after  1950  presents 

8  hazards  of  lead-based  paint.  The  Secretary  shall  apply  the 

9  procedures  established  under  this  section  to  housing  con- 

10  structed  during  or  after  1950  if  such  housing  presents  imme- 

1 1  diate  hazards  of  lead-based  paint. 

12  ''(c)  The  Secretary  shall  take  such  actions  as  may  be 

13  necessary  to  ensure  that  each  public  housing  agency  owning 

14  or  operating  housing  assisted  under  the  United  States  Hous- 

15  ing  Act  of  1937  complies  with  the  procedures  established  by 

16  the  Secretary  under  this  section.". 

17  (b)  Regulations. — Not  later  than  the  expiration  of  the 

18  90-day  period  following  the  date  of  the  enactment  of  this  Act, 

19  the  Secretary  of  Housing  and  Urban  Development  shall  issue 

20  such  regulations  as  may  be  necessary  to  carry  out  the  amend- 

21  ments  made  by  this  section. 

22  SEC.  568.  COUNSELING. 

23  Section  106(aK3)  of  the  Housing  and  Urban  Develop- 

24  ment  Act  of  1968  is  amended — 
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1  (1)  by  striking  ''fiscal  year  1984''  and  inserting 

2  ''fiscal  year  1988";  and 

8  (2)    by    striking    "$8,500,000''    and    inserting 

4  "$6,000,000". 

5  SEC.  669.  MEDIAN  AREA  INCOME. 

6  For  purposes  of  calculating  the  median  income  for  any 

7  area  that  is  not  within  a  metropolitan  statistical  area  (as  es- 

8  tablished  by  the  Office  of  Management  and  Budget)  for  pro- 

9  grams  under  title  I  of  the  Housing  and  Community  Develop- 

10  ment  Act  of  1974,  the  United  States  Housing  Act  of  1987, 

11  the  National  Housing  Act,  or  title  V  of  the  Housing  Act  of 

12  1949,  the  Secretary  of  Housing  and  Urban  Development  or 
18  the  Secretary  of  Agriculture  (as  appropriate)  shall  use  which- 

14  ever  of  the  following  is  higher: 

15  (1)  the  median  income  of  the  county  in  which  the 

16  area  is  located;  or 

17  (2)  the  median  income  of  the  entire  nonmetropoli- 

18  tan  area  of  the  State. 

19  SEC.  670.   REMOVAL  OF  MAXIMUM   FEE   FOR  INTERSTATE 

20  LAND  SALES  REGISTRATION. 

21  Section  1405(b)  of  the  Interstate  Land  Sales  Full  Dis- 

22  closure  Act  is  amended  by  striking  out  "a  fee,  not  in  excess 
28  of  $1,(X)0"  and  inserting  in  lieu  thereof  "a  reasonable  fee". 
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1  SEC.  571.  MISCELLANEOUS  PROGRAMS  TECHNICAL  AMEND- 

2  MENTS. 

3  (a)  HUD  Adbunistbativb  Provisions. — 

4  (1)  Section  502(a)  of  the  Housing  Act  of  1948  is 

5  amended  by  striking  the  fourth  sentence. 

6  (2)  Section  502(b)  of  the  Housing  Act  of  1948  is 

7  amended — 

8  (A)  by  striking  ''United  States  Housing  Au- 

9  thority"  each  place  it  appears  and  insertmg  ''Sec- 

10  retary  of  Housing  and  Urban  Development'';  and 

11  (B)  by  striking  ''the  Authority"  each  place  it 

12  appears  and  inserting  "the  Secretary  of  Housing 

13  and  Urban  Development". 

14  (3)  Section  502(cK2)  of  the  Housing  Act  of  1948 

15  is  amended  by  adding  "and"  at  the  end. 

16  (b)  Annual  Report  of  Secretary. — Section  802  of 

17  the  Housing  Act  of  1954  is  amended  by  inserting  the  follow- 

18  ing  section  heading: 

19  "annual  report  of  secretary". 

20  (c)  Energy  Conservation  in  New  Buildings. — 

21  Section  303(11)  of  the  Energy  Conservation  Standards  for 

22  New  Buildings  Act  of  1976  is  amended  by  striking  "Secre- 

23  tary  of  Housing  and  Urban  Development"  and  insertmg 

24  "Secretary  of  Energy". 

25  (d)        Weathbeization        Assistance. — Section 

26  412(9KO)  of  the  Energy  Conservation  in  Existing  Buildings 
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1  Act  of  1976  is  amended  by  striking  the  first  comma  after 

2  "determine". 

8  (e)  National  Institute  op  Buildino  Soibnobs. — 

4  Section  809(g)(4)  of  the  Housing  and  Community  Develop- 

5  ment  Act  of  1974  is  amended  by  striking  ''and  its"  and  in- 

6  serting  "of  its". 

7  TITLE  YI— NEHEMIAH  HOUSING 

8  OPPORTUNITY  GRANTS 

9  SEC.  601.  STATEMENT  OF  PURPOSE. 

10  It  is  the  purpose  of  this  title — 

11  (1)  to  encourage  homeownership  by  families  in  the 

12  United  States  who  are  not  otherwise  able  to  afford 
18  homeownership; 

14  (2)  to  undertake  a  concentrated  effort  to  rebuild 

15  the  depressed  areas  of  the  cities  of  the  United  States 

16  and  to  create  sound  and  attractive  neighborhoods;  and 

17  (8)  to  increase  the  employment  of  neighborhood 

18  residents. 

19  SEC.  602.  DEFINITIONS. 

20  For  purposes  of  this  title: 

21  (1)  The  term  ''Fund"  means  the  Nehemiah  Hous- 

22  ing  Opportunity  Fund  established  in  section  609(a). 

28  (2)  The  term  ''home"  means  any  1-  to  4-family 

24  dwelling.  Such  term  includes  any  dwelling  unit  in  a 

25  condominium  project  or  cooperative  project  consisting 


Digitized  by  VjOOQ IC 


246 

236 

1  of  not  more  than  4  dwelling  units,  any  town  house, 

2  and  any  manufactured  home. 

3  (3)  The  term  'lower  income  families''  has  the 

4  meaning  given  such  term  in  section  3(bK2)  of  the 

5  United  States  Housing  Act  of  1937. 

6  (4)    The    term    ''metropolitan    statistical    area" 

7  means  a  metropolitan  statistical  area  as  established  by 

8  the  Office  of  Management  and  Budget. 

9  (5)  The  term  "nonprofit  organization''  means  a 

10  private  nonprofit  corporation,  or  other  private  nonprofit 

11  legal  entity,  that  is  approved  by  the  Secretary  as  to  fi- 

12  nancial  responsibility. 

13  (6)  The  term  "Secretary"  means  the  Secretary  of 

14  Housing  and  Urban  Development. 

15  (7)  The  term  "State"  means  each  of  the  several 

16  States,  the  District  of  Columbia,  the  Commonwealth  of 

17  Puerto   Rico,   the   Virgin  Islands,   Guam,   American 

18  Samoa,  the  Northern  Mariana  Islands,  the  Trust  Terri- 

19  tory  of  the  Pacific  Islands,  and  any  other  territory  or 

20  possession  of  the  United  States. 

21  (8)  The  term  "substantial  rehabilitation"  means — 

22  (AJ  rehabSitation  involving  costs  in  excess  of 

23  60  percent  of  the  maximum  sale  price  of  a  home 

24  assisted  under  this  title  in  the  market  area  in 

25  which  it  is  located;  or 
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1  (B)  the  rehabilitation  of  a  vacant,  uninhabita- 

2  ble  structure. 

3  (9)  The  term  ''unit  of  general  local  government'' 

4  means  any  borough,  city,  county,  parish,  town,  town- 

5  ship,  village,  or  other  general  purpose  political  subdivi- 

6  sion  of  a  State. 

7  SEC.  603.  ASSISTANCE  TO  NONPROFIT  ORGANIZATIONS. 

8  (a)  In  General. — The  Secretary  may  provide  assist- 

9  ance  to  nonprofit  organizations  to  carry  out  Nehemiah  hous- 

10  ing  opportunity  programs  in  accordance  with  the  provisions 

11  of  this  title.  Such  assistance  shall  be  made  in  the  form  of 

12  grants. 

13  (b)  Applications. — Applications  for  assistance  imder 

14  this  title  shall  be  made  in  such  form,  and  in  accordance  with 

15  such  procedures,  as  the  Secretary  may  prescribe. 

16  SEC.  604.  USE  OF  ASSISTANCE. 

17  (a)  In  General. — Any  nonprofit  organization  receiving 

18  assistance  imder  this  title  shall  use  such  assistance  to  provide 

19  loans  to  families  purchasing  homes  constructed  or  substan- 

20  tially  rehabilitated  in  accordance  with  a  Nehemiah  housing 

21  opportunity  program  approved  imder  this  title. 

22  (b)  Specific  Requirements.— Each  loan  made  to  a 

23  family  imder  this  section  shall — 

24  (1)  be  secured  by  a  second  mortgage  held  by  the 

25  Secretary  on  the  property  involved; 
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1  (2)  be  in  an  amount  not  exceeding  $15,000; 

2  (3)  bear  no  interest;  and 

3  (4)  be  repayable  to  the  Secretary  upon  the  sale  or 

4  other  transfer  of  such  property. 

5  SEC.  605.  PROGRAM  REQUIREMENTS. 

6  (a)  In  General. — Assistance  provided  under  this  title 

7  may  be  used  only  in  connection  with  a  Nehemiah  housing 

8  opportunity  program  of  construction  or  substantial  rehabilita- 

9  tion  of  homes. 

10  (b)  Family  Need. — Each  family  purchasing  a  home 

11  under  this  title  shall — 

12  (1)  have  a  family  income  on  the  date  of  such  pur- 

13  chase  that  is  not  more  than  whichever  of  the  following 

14  is  higher: 

15  (A)  115  percent  of  the  median  income  for  a 

16  family  of  4  persons  in  the  metropolitan  statistical 

17  area  involved;  or 

18  (B)  the  national  median  income  for  a  family 

19  of  4  persons;  and 

20  (2)  not  have  owned  a  home  during  the  3-year 

21  period  preceding  such  purchase. 

22  (c)  DOWNPAYBfENT. — 

23  (1)  Each  family  purchasing  a  home  imder  this  title 

24  shall  make  a  downpayment  of  not  less  than  10  percent 

25  of  the  sale  price  of  such  home,  or  of  such  greater 
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1  amount  determined  by  the  nonprofit  organization  in- 

2  volved  to  be  appropriate. 

3  (2)  Any  downpayment  made  mider  this  subsection 

4  shall  accrue  interest  from  the  date  on  which  such 

5  downpayment  is  made  through  the  date  of  settlement, 

6  at  a  rate  not  less  than  the  passbook  rate.  Such  interest 

7  shall  be  paid  by  the  nonprofit  organization  involved  to 

8  the  family  purchasing  the  home  for  which  such  down- 

9  payment  was  made. 

10  (d)  Lbasino  Prohibition. — No  family  purchasing  a 

11  home  imder  this  title  may  lease  such  home. 

12  SEC.  «06.  TERMS  AND  CONDITIONS  OF  ASSISTANCE. 

13  (a)  Local  Consultation. — No  proposed  Nehemiah 

14  housing  opportunity  program  may  be  approved  by  the  Secre- 

15  tary  under  this  title  unless  the  nonprofit  organization  in- 

16  volved  demonstrates  to  the  satisfaction  of  the  Secretary 

17  that— 

18  (1)  it  has  consulted  with  and  received  the  support 

19  of  residents  of  the  neighborhood  in  which  such  program 

20  is  to  be  located;  and 

21  (2)  it  has  the  approval  of  each  unit  of  general 

22  local  government  in  which  such  program  is   to  be 

23  located. 

24  (b)  Pbogbam  Schbdulb. — Each  nonprofit  organiza- 

25  tion  applying  for  assistance  imder  this  title  shall  submit  to  the 
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1  Secretary  an  estimated  schedule  for  completion  of  its  pro- 

2  posed  Nehemiah  housing  opportunity  program,  which  sched- 

3  ule  shall  have  been  agreed  to  by  each  unit  of  general  local 

4  government  in  which  such  program  is  to  be  located. 

5  (c)  Minimum  Pabticipation. — No  nonprofit  organiza- 

6  tion  receiving  assistance  under  this  title  may  commence  any 

7  construction  or  substantial  rehabilitation  (except  with  respect 

8  to  homes  to  be  constructed  or  substantially  rehabilitated  for 

9  the  purpose  of  display)  until  not  less  than  25  percent  of  the 

10  homes  to  be  constructed  or  substantially  rehabilitated  are 

11  contracted  for  sale  to  purchasers  who  intend  to  live  in  such 

12  homes  and  the  required  downpayments  are  made. 

13  (d)  Financial  Pbasibility. — The  Secretary  may  not 

14  provide  any  assistance  imder  this  title  to  any  nonprofit  orgar 

15  nization  unless  such  nonprofit  organization  demonstrates  the 

16  financial  feasibility  of  its  proposed  Nehemiah  housing  oppor- 

17  tunity  program,  including  the  availability  of  non-Pederal 

18  public  and  private  funds. 

19  (e)  Home  Quality  and  Location. — A  Nehemiah 

20  housing  opportunity  program  may  be  approved  under  this 

21  title  only  if  it  provides  that — 

22  (1)  the  number  of  homes  to  be  constructed  or  sub- 

23  stantially  rehabilitated  under  such  program  will  not  be 

24  less  than  whichever  of  the  foUowing  is  less: 
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1  (A)  the  greater  of  (i)  50  homes;  or  (ii)  0.25 

2  percent  of  the  number  of  existing  dwellmg  units  m 

3  the  unit  of  general  local  government  that  provides 

4  the  most  assistance  to  such  program;  or 

5  (B)  250  homes; 

6  (2)  each  home  constructed  or  substantially  reha- 

7  bilitated  under  such  program  will  comply  with — 

8  (AKi)  applicable  local  building  code  stand- 

9  ards;  or 

10  (ii)  in  any  case  in  which  there  is  not  an  ap- 

11  plicable  local  building  code,  a  nationally  recog- 

12  nized  model  building  code  mutually  agreed  upon 
18  by  the  sponsoring  nonprofit  organization  and  the 

14  Secretary;  and 

15  (B)  the  energy  performance  requirements  es- 

16  tablished  under  section  526  of  the  National  Hous- 

17  ing  Act; 

18  (3)  all  homes  constructed  or  substantially  rehabili- 

19  tated  under  such  program  will  be  located  in  census 

20  tracts,    or   identifiable   neighborhoods   within   census 

21  tracts,  in  which  the  median  family  income  is  not  more 

22  than  80  percent  of  the  median  family  moome  of  the 
28  area  in  which  such  program  is  to  be  located,  as  such 
24  median  family  mcome  and  area  are  determined  for  pur- 
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1  poses   of  assistance  under  section  8   of  the  United 

2  States  Housing  Act  of  1937; 

3  (4)  all  homes  constructed  or  substantially  rehabili- 

4  tated  under  such  program  will  be  concentrated  in  a 

5  single  neighborhood  and  located  on  contiguous  parcels 

6  of  land,  except  that  if  the  unit  of  general  local  govem- 

7  ment  in  which  the  project  is  located  certifies  that  such 

8  land  cannot  be  made  available  for  a  program  of  the 

9  size  required  by  paragraph  (1),  homes  may  be  con- 

10  structed  in  a  single  identifiable  neighborhood  if  the  pro- 

11  gram  provides  for  construction  or  substantial  rehabilita- 

12  tion  of  homes  on  not  less  than  20  percent  of  the  lots  in 

13  such  neighborhood;  and 

14  (5)  sales  contracts  entered  into  under  such  pro- 

15  gram  will  contain  provisions  requiring  repayment  of 

16  any  loan  made  under  this  title  upon  the  sale  or  other 

17  transfer  of  the  home  involved,  unless  the  Secretary  ap- 

18  proves  a  transfer  of  such  home  without  repayment  (in 

19  which  case  the  second  mortgage  held  by  the  Secretary 

20  on  such  home  shall  remain  in  force  until  such  loan  is 

21  fully  repaid). 

22  SEC.  607.  PROGRAM  SELECTION  CRITERIA. 

23  (a)  In  General. — In  selecting  Nehemiah  housing  op- 

24  portunity  programs  for  assistance  under  this  title  from  among 
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1  eligible  programs,  the  Secretary  shall  make  such  selection  on 

2  the  basis  of  the  extent  to  which — 

3  (1)  non-Federal  public  or  private  entities  will  con- 

4  tribute  land  necessary  to  make  each  program  feasible; 

5  (2)  non-Federal  public  and  private  financial  or 

6  other  contributions  (including  tax  abatements,  waivers 

7  of  fees  related  to  development,  waivers  of  construction, 

8  development,  or  zoning  requirements,  and  direct  finan- 

9  cial    contributions)    will    reduce    the    cost   of   homes 

10  constructed  or  substantially  rehabilitated  imder  each 

11  program; 

12  (3)    each    program    will    produce    the    greatest 

13  number  of  unit6  for  the  least  amount  of  assistance  pro- 

14  vided  under  this  title,  taking  into  consideration  the  cost 

15  differences  among  different  market  areas; 

16  (4)  each  program  is  located  in  a  neighborhood  of 

17  severe  physical  and  economic  blight  (and,  in  determin- 

18  ing  the  degree  of  physical  blight,  the  Secretary  shall 

19  consider  the  condition  (but  not  age)  of  the  housing, 

20  other  buildings,  and  infrastructure,  in  the  neighborhood 

21  of  the  proposed  program); 

22  (5)  each  program  uses  construction  methods  that 

23  will  reduce  the  cost  per  square  foot  below  the  average 

24  construction  cost  m  the  market  area  mvolved;  and 
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1  (6)  each  program  provides  for  the  mvolvement  of 

2  local  residents  in  the  planning,  and  construction  or  sub- 

3  stantial  rehabilitation,  of  homes. 

4  (b)  Exception. — To  the  extent  that  non-Federal  public 

5  entities  are  prohibited  by  the  law  of  any  State  from  making 

6  any  form  of  contribution  described  in  paragraph  (1)  or  (2)  of 

7  subsection  (a),  the  Secretary  shall  not  consider  such  form  of 

8  contribution  in  evaluating  such  program. 

9  SEC.    608.    DISTRIBUTION    OF    ASSISTANCE    TO    NONPROFIT 

10  ORGANIZATIONS. 

11  (a)  RESERVATION  OF  AMOUNTS. — FoUowiug  the  selec- 

12  tion  of  any  Nehemiah  housing  opportunity  program  for  assist- 

13  ance  under  this  title,  the  Secretary  shall  reserve  sufficient 

14  amounts  in  the  Nehemiah  Housing  Opportunity  Fund  for 

15  such  assistance. 

16  (b)  Distribution  of  Assistance. — Following  the 

17  sale  of  any  home  constructed  or  substantially  rehabilitated 

18  under  a  Nehemiah  housing  opportunity  program  selected  for 

19  assistance  under  this  title,  the  Secretary  shall  provide  to  the 

20  sponsoring  nonprofit  organization  an  amoimt  equal  to  the 

21  amoimt  of  the  loan  made  to  the  family  purchasing  such  home. 

22  Such  amoimt  shall  be  provided  not  more  than  30  days  after 

23  the  sale  of  such  home. 


Digitized  by  VjOOQ IC 


256 

245 

1  (c)  Maximum  Assistance. — The  assistance  provided 

2  to  any  nonprofit  organization  under  this  title  may  not  exceed 
8  $16,000  per  home. 

4  SBC  909.  NEHEMIAH  HOUSING  OPPORTUNITY  FUND. 

5  (a)  Establishment. — There  hereby  is  established  in 

6  the  Treasmy  of  the  United  States  a  revolving  fund,  to  be 

7  known  as  the  Nehemiah  Housing  Opportunity  Fund.  The 

8  Fund  shall  be  available  to  the  Secretary,  to  the  extent  ap- 

9  proved  in  appropriation  Acts,  for  purposes  of  providing  assist- 

10  ance  under  section  603. 

11  (b)  Assets.— The  Fund  shall  consist  of— 

12  (1)  any  amount  appropriated  under  section  612; 

13  (2)  any  amoimt  received  by  the  Secretary  under 

14  section  604(bK4);  and 

16  (3)  any  amount  received  by  the  Secretary  imder 

16  subsection  (c). 

17  (c)  Adbonistbation. — Any  amount  in  the  Fund  deter- 

18  mined  by  the  Secretary  to  be  in  excess  of  the  amount  cur- 

19  rently  required  to  carry  out  the  provisions  of  this  title  shall  be 

20  mvested  by  the  Secretary  in  obligations  of,  or  obligations 

21  guaranteed  as  to  both  principal  and  interest  by,  the  United 

22  States  or  any  agency  of  the  United  States. 
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1  SEC.  610.  ANNUAL  REPORT. 

2  The  Secretary  shall  annuaDy  prepare  and  submit  to  the 

3  Congress  a  comprehensive  report  setting  forth  the  activities 

4  carried  out  under  this  title.  Such  report  shall  include — 

5  (1)  an  analysis  of  the  characteristics  of  the  fami- 

6  lies  assisted  under  this  title  during  the  preceding  year, 

7  including    family    size,    number    of    children,    family 

8  income,  sources  of  family  income,  race,  age,  and  sex; 

9  (2)  an  analysis  of  the  market  value  of  homes  pur- 

10  chased  imder  this  title  during  the  preceding  year; 

11  (3)  an  analysis  of  the  non-Federal  public  and  pri- 

12  vate  financial  or  other  contributions  made  during  the 

13  preceding  year  to  reduce  the  cost  of  homes  constructed 

14  or  substantially  rehabilitated  under  each  program; 

15  (4)  an  analysis  of  the  sales  prices  of  homes  imder 

16  this  title  during  the  preceding  year; 

17  (5)  an  analysis  of  the  amounts  of  the  grants  made 

18  to  programs  under  this  title  during  the  preceding  year; 

19  and 

20  (6)   any  reconunendations   of  the   Secretary  for 

21  modifications  in  the  program  established  by  this  title  in 

22  order  to  ensure  the  effective  implementation  of  such 

23  program. 

24  SEC.  611.  REGULATIONS. 

25  The  Secretary  shall  issue  such  regulations  as  may  be 

26  necessary  to  carry  out  the  provisions  of  this  title.  Any  such 
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1  regulations  shall  be  issued  in  accordance  with  section  563  of 

2  title  5,  United  States  Code,  notwithstanding  the  provisions  of 
8  subsection  (aK2)  of  such  section. 

4  SBC.  612.  AUTHORIZATION  OF  APPROPRIATIONa 

5  There  are  authorized  to  be  appropriated  to  carry  out 

6  this  title  $150,000,000  for  fiscal  year  1988.  Any  amount  ap- 

7  propriated  under  this  section  shall  be  deposited  m  the  Nehe- 

8  miah  Housing  Opportunity  Fund,  and  shall  remain  available 

9  until  expended. 

10  TITLE  VII— ENTERPRISE  ZONE 

11  DEVELOPMENT 

12  SBC.  701.  DESIGNATION  OF  ENTERPRISE  ZONES. 

13  (a)  Dbsionation  op  Zones. — 

14  (1)  Depinition. — For  purposes  of  this  section, 

15  the  term  ''enterprise  zone"  means  any  area  that — 

16  (A)  is  nominated  by  one  or  more  local  gov- 

17  emments  and  the  State  or  States  in  which  it  is 

18  located  for  designation  as  an  enterprise  zone  (m 

19  this  section  referred  to  as  a  ''nominated  area"); 

20  and 

21  (B)  the  Secretary  of  Housing  and  Urban  De- 

22  velopment  designates  as  an  enterprise  zone,  after 

23  consultation  with — 

24  (i)  the  Secretaries  of  Agriculture,  Com- 

25  merce,  Labor,  and  the  Treasuiy,  the  Direc- 
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1  tor  of  the  Office  of  Management  and  Budget, 

2  and  the  Administrator  of  the  SmaU  Business 

3  Administration;  and 

4  (ii)  in  the  case  of  an  area  on  an  Indian 

5  reservation,  the  Secretary  of  the  Interior. 

6  (2)  NUMBBB  OP  DESIGNATIONS. — 

7  (A)  In  gbnbbal. — The  Secretary  of  Hous- 

8  ing  and  Urban  Development  may  designate  not 

9  more   than   100  nominated  areas   as   enterprise 

10  zones. 

11  (B)    Minimum    designation    in    bubal 

12  ABBAS. — Of  the  areas  designated  under  clause  (i), 

13  not  less  than  Vs  shall  be  areas  that — 

14  (i)  are  within  a  local  government  juris- 

15  diction  or  jurisdictions  with  a  population  of 

16  less  than  50,000  (as  determined  imder  the 

17  most  recent  census  data  available); 

18  (ii)  are  outside  of  a  metropolitan  statisti- 

19  cal  area  (as  designated  by  the  Director  of  the 

20  Office  of  Management  and  Budget);  or 

21  (iii)  that  are  determined  by  the  Secre- 

22  tary,  after  consultation  with  the  Secretary  of 

23  Conunerce,  to  be  rural  areas. 

24  (3)    Abeas    designated    based    solely    on 

25  degbee  op  povebtt. — 
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1  (A)  In  obnbbal. — Except  as  provided  in 

2  subparagraph  (B),  the  Secretary  shall  designate 

3  the  nominated  areas  with  the  highest  average 

4  ranking  with  respect  to  the  criteria  set  forth  in 

5  subparagraphs   (C),   (D),   and  (E)  of  subsection 

6  (c)(3).  For  purposes  of  the  preceding  sentence,  an 

7  area  shall  be  ranked  within  each  such  criterion  on 

8  the  basis  of  the  amount  by  which  the  area  ex- 

9  ceeds  such  criterion,  with  the  area  that  exceeds 

10  such  criterion  by  the  greatest  amount  given  the 

11  highest  ranking. 

12  (B)     Exception     whbbb     inadbquate 

13  COUBSE  OF  ACTION,  ETC. — An  area  shall  not  be 

14  designated  under  subparagraph  (A)  if  the  Secre- 

15  tary  determines  that  the  course  of  action  with  re- 

16  spect  to  such  area  is  inadequate. 

17  (C)   Separate    application   to   bubal 

18  AND  OTHEB  ABEAS. — Subparagraph  (A)  shall  be 

19  applied  separately  with  respect  to  areas  described 

20  in  paragraph  (2)(B)  and  to  other  areas. 

21  (4)  Limitation  on  designations. — 

22  (A)    Publication    op    beoulations. — 

23  Before   designating   any   area   as   an   enterprise 

24  zone,  the  Secretary  shall  prescribe  by  regulation 

25  not  later  than  4  months  following  the  date  of  the 
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1  enactment  of  this  Act,  after  consultation  with  the 

2  officials  described  in  paragraph  (1)(B) — 

3  (i)   the   procedures   for   nominating   an 

4  area  imder  paragraph  (1)(A); 

5  (ii)  the  parameters  relating  to  the  size 

6  and  population  characteristics  of  an  enter- 

7  prise  zone;  and 

8  (iii)   the   manner   in   which   nominated 

9  areas  will  be  evaluated  based  on  the  criteria 

10  specified  in  subsection  (d). 

11  (B)    Time    limitations. — The    Secretary 

12  shall   designate    nominated   areas    as    enterprise 

13  zones  only  during  the  24-month  period  beginning 

14  on  the  later  of — 

15  (i)  the  1st  day  of  the  1st  month  foUow- 

16  ing  the  month  in  which  the  effective  date  of 

17  the  regulations  described  in  subparagraph  (A) 

18  occurs;  or 

19  (ii)  July  1,  1987. 

20  (C)   Pbocbdubal   bulbs. — The   Secretary 

21  shall  not  make  any  designation  under  paragraph 

22  (1)  unless— 

23  (i)  the  local  governments  and  the  State 

24  in  which  the  nominated  area  is  located  have 

25  the  authority — 
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1  (I)  to  nominate  such  area  for  desig- 

2  nation  as  an  enterprise  zone; 

8  (II)  to  make  the  State  and  local 

4  commitments  under  subsection  (d);  and 

5  (m)  to  provide  assivances  satis- 

6  factory  to  the  Secretary  that  such  oom- 

7  mitments  will  be  fulfiUed; 

8  (ii)  a  nomination  therefor  is  submitted  in 

9  such  a  manner  and  in  such  form,  and  oon- 

10  tains  such  information,  as  the  Secretary  shall 

11  by  regulation  prescribe; 

12  (iii)  the  Secretary  determines  that  any 
18                         information  furnished  is  reasonably  acciu*ate; 

14  and 

15  (iv)  the  State  and  local  governments 

16  certify  that  no  portion  of  the  area  nominated 

17  is  ab^ady  included  in  an  enterprise  zone  or 

18  in  an  area  otherwise  nominated  to  be  an  en- 

19  terprise  zone. 

20  (5)  NOBONATION  PBOOBSS  FOB  INDIAN  BBSBBVA-  | 

21  TIONS. — In  the  case  of  a  nominated  area  on  an  Indian 

22  reservation,  the  reservation  governing  body  (as  deter- 
28  mined  by  the   Secretary  of  the   Interior)   shall  be 

24  deemed  to  be  both  the  State  and  local  governments 

25  with  respect  to  such  area. 
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1  (b)    Pbbiod    fob    Which    Designation    Is    in 

2  Effect. — 

3  (1)  In  oenebal. — Any  designation  of  an  area  as 

4  an  enterprise  zone  shall  remain  in  effect  during  the 

5  period  beginning  on  the  date  of  the  designation  and 

6  ending  on  the  earliest  of — 

7  (A)  December  31  of  the  24th  calendar  year 

8  followmg  the  calendar  year  in  which  such  date 

9  occurs; 

10  (B)  the  termination  date  designated  by  the 

11  State  and  local  governments  as  provided  for  in 

12  their      nomination      pursuant      to      subsection 

13  (aK4KCKii);  or 

14  (C)  the  date  the  Secretary  revokes  such  des- 

15  ignation  under  paragraph  (2). 

16  (2)  Revocation  op  designation. — The  Secre- 

17  tary,  after  consultation  with  the  officials  described  in 

18  subsection  (aKlKB)  and  a  hearing  on  the  record  involv- 

19  ing  officials  of  the  State  or  local  government  involved, 

20  may  revoke  the  designation  of  an  area  if  the  Secretary 

21  determines  that  the  local  government  or  the  State  in 

22  which  it  is  located  is  not  complying  substantially  with 

23  the  State  and  local  commitments  pursuant  to  subsec- 

24  tion  (d). 

25  (c)  Abea  and  Elioibilitt  Requibements. — 
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1  (1)  In  obnbsal. — The  Secretary  may  make  a 

2  desigmition  of  any  nominated  area  under  subsection 
8  (aXD  only  if  it  meets  the  requirements  of  paragraphs 

4  (2)  and  (8). 

5  (2)  Abba  bbquibbbibnts. — A  nominated  area 

6  meets  the  requirements  of  this  paragraph  if — 

7  (A)  the  area  is  within  the  jurisdiction  of  the 

8  local  government; 

9  (B)  the  boundary  of  the  area  is  continuous; 

10  and 

11  (C)  the  area— 

12  (i)  has  a  population,  as  determined  by 
18  the  most  recent  census  data  available,  of  not 

14  less  than — 

15  (I)  4,000  if  any  portion  of  such 

16  area  (other  than  a  rural  area  described 

17  in    subsection    (aK2)(B)(i))    is    located 

18  within  a  metropolitan  statistical  area  (as 

19  designated  by  the  Director  of  the  Office 

20  of  Management   and  Budget)   with   a 

21  population  of  50,(XX)  or  more;  or 

22  (II)  1,0(X)  in  any  other  case;  or 

28  (ii)  is  entirely  within  an  Indian  reserva- 

24  tion  (as  determined  by  the  Secretary  of  the 

25  Interior). 
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1  (3)  Elioibilitt  bequibements. — For  purposes 

2  of  paragraph  (1),  a  nominated  area  meets  the  require- 

3  ments  of  this  paragraph  if  the  State  and  local  govem- 

4  ments  in  which  it  is  located  certify  and  the  Secretary, 

5  after  such  review  of  supporting  data  as  he  deems  ap- 

6  propriate,  accepts  such  certification,  that — 

7  (A)  the  area  is  one  of  pervasive  poverty,  un- 

8  employment,  and  general  distress; 

9  (B)  the  area  is  located  wholly  within  the  ju- 

10  risdiction  of  a  local  government  that  is  eligible  for 

11  Federal  assistance  under  section  119  of  the  Hous- 

12  ing  and  Community  Development  Act  of  1974,  as 

13  in  effect  on  the  date  of  the  enactment  of  this  Act; 

14  (C)  the  unemplojmient  rate,  as  determined  by 

15  the  appropriate  available  data,  was  not  less  than 

16  1.5  times  the  national  unemployment  rate  for  that 

17  period; 

18  (D)  the  poverty  rate  (as  determined  by  the 

19  most  recent  census  data  available)  for  each  popu- 

20  lous  census  tract  (or  where  not  traoted,  the  equiv- 

21  alent  county  division  as  defined  by  the  Bureau  of 

22  the  Census  for  the  purpose  of  defining  poverty 

23  areas)  within  the  area  was  not  less  than  20  per- 

24  cent  for  the  period  to  which  such  data  relate;  and 
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1  (B)  the  area  meets  at  least  one  of  the  follow- 

2  ing  criteria: 

8  6)  Not  less  than  70  percent  of  the 

4  households  living  in  the  area  have  incomes 

5  helow  80  percent  of  the  median  income  of 

6  households  of  the  local  government  (deter- 

7  mined  in  the  same  manner  as  under  section 

8  119(bX2)  of  the  Housing  and  Community 

9  Development  Act  of  1974). 

10  Oi)  The  population  of  the  area  decreased 

11  by  20  percent  or  more  between  1970  and 

12  1980  (as  determined  from  the  most  recent 
18  census  available). 

14  (4)    ElIOIBILITT     BBQUntBlfBNTS     FOB     BUBAL 

15  ABBAS. — ^For  purposes  of  paragraph  (1),  a  nominated 

16  area  that  is   a  rural   area  described  in  subsection 

17  (aX2)(B)  meets  the  requirements  of  paragraph  (8)  if  the 

18  State  and  local  governments  in  which  it  is  located  cer- 

19  tify  and  the  Secretaryi  after  such  review  of  supporting 

20  data  as  he  deems  appropriate,  accepts  such  certifica- 

21  tion,  that  the  area  meets — 

22  (A)  the  criteria  set  forth  in  subparagraphs 
28  (A)  and  (B)  of  paragraph  (8);  and 

24  (B)  not  less  than  one  of  the  criteria  set  forth 

25  in  the  other  subparagraphs  of  paragraph  (8). 
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1  (d)  Kequibed  State  and  Local  Cobootbcents. — 

2  (1)  In  oenebal. — No  nominated  area  shall  be 

3  designated  as  an  enterprise  zone  unless  the  local  gov- 

4  emment  and  the  State  in  which  it  is  located  agree  in 

5  writing  that,  during  any  period  during  which  the  area 

6  is  an  enterprise  zone,  such  governments  will  follow  a 

7  specified  course  of  action  designated  to  reduce  the  vari- 

8  ous  burdens  borne  by  employers  or  employees  in  such 

9  area.  A  course  of  action  shall  not  be  treated  as  meet- 

10  ing  the   requirements   of  this   paragraph  unless   the 

11  course  of  action  include  provisions  described  in  not  less 

12  than  4  of  the  subparagraphs  of  paragraph  (2). 

13  (2)  CouBSE  OP  action. — The  course  of  action 

14  under  paragraph  (1)  may  be  implemented  by  both  such 

15  governments    and   private    nongovernmental    entities, 

16  may  be  funded  from  proceeds  of  any  program  adminis- 

17  tered  by  the  Secretary  of  Housing  and  Urban  Develop- 

18  ment  or  of  any  program  administered  by  the  Secretary 

19  of  Agriculture  under  title  V  of  the  Housing  Act  of 

20  1949,  and  may  include,  but  is  not  limited  to — 

21  (A)  a  reduction  of  tax  rates  or  fees  applying 

22  within  the  enterprise  zone; 

23  (B)  an  increase  in  the  level  of  public  serv- 

24  ices,  or  in  the  efficiency  of  the  delivery  of  public 

25  services,  within  the  enterprise  zone; 
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1  (0)  actions  to  reduce,  remove,  simplify,  or 

2  streamline  paperwork  requirements  within  the  en- 
8  terprise  zone; 

4  (D)  involvement  in  the  program  by  public  au- 

5  thorities  or  private  entities,  organizations,  neigh- 

6  borhood  associations,  and  community  groups,  par- 

7  ticularly  those  within  the  nominated  area,  indud- 

8  ing  a  written  commitment  to  provide  jobs  and  job 

9  training  for,  and  technical,  financial,  or  other  as- 

10  sistance  to,  employers,  employees,  and  residents 

11  of  the  nominated  area; 

12  (E)  the  giving  of  special  preference  to  con- 
18  tractors  owned  and  operated  by  members  of  any 

14  minority;  and 

15  (F)  the  gift  (or  sale  at  below  fan*  market 

16  value)  of  surplus  land  in  the  enterprise  zone  to 

17  neighborhood  organizations  agreeing  to  operate  a 

18  business  on  the  land. 

19  (8)  Bbcoonition  op  past  bppobts. — In  evalu- 

20  ating  courses  of  action  agreed  to  by  any  State  or  local 

21  government,  the  Secretary  shall  take  into  account  the 

22  past  efforts  of  such  State  or  local  government  in  reduc- 
28  ing  the  various  burdens  borne  by  employers  and  em- 
24  ployees  in  the  area  involved. 
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1  (4)  PBOmBinON  OF  A88I8TANCB  FOB  BUSINBSS 

2  BBLOOATIONS. — 

S  (A)  In  obnebal. — The  Gourse  of  action  im- 

4  plemented  under  paragraph  (1)  may  not  mclude 

5  any  action  to  assist — 

6  (i)   any  establishment  relocating  from 

7  one  area  to  another  area;  or 

8  (ii)  any  subcontractor  whose  purpose  is 

9  to  divest,  or  whose  economic  success  is  de- 

10  pendent  upon  divesting,  any  other  contractor 

11  or  subcontractor  of  any  contract  customarify 

12  performed    by    such    other    contractor    or 

13  subcontractor. 

14  (B)    Exception. — The    limitations    estab- 

15  lished  in  subparagraph  (A)  shall  not  be  construed 

16  to  prohibit  assistance  for  the  expansion  of  an  ex- 

17  isting  business  entity  through  the  establishment  of 

18  a   new    branch,    affiliate,    or    subsidiary   if   the 

19  Secretary — 

20  (i)  finds  that  the  establishment  of  the 

21  new  branch,  affiliate,  or  subsidiary  will  not 

22  result  in  an  increase  in  unemployment  in  the 

23  area  of  original  location  or  in  any  other  area 

24  where  the  existing  business  entity  conducts 

25  business  operations;  and 
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1  (ii)  has  no  reason  to  believe  that  the 

2  new  branch,  affiliate,  or  subsidiary  is  being 
8  established   with    the    intention    of   dosing 

4  down  the  operations  of  the  existing  business 

5  entity  in  the  area  of  its  original  location  or  in 

6  any  other  area  where  the  existing  business 

7  entity  conducts  business  operations. 

8  (e)  Dbfinitions. — For  purposes  of  this  section: 

9  (1)  GovEBNMBNT. — If  more  than  one  government 

10  seeks  to  nominate  an  area  as  an  enterprise  zone,  any 

11  reference  to,  or  requirement  of,  this  section  shall  apply 

12  to  all  such  governments. 

18  (2)  Local  oovebnmbnt. — The  term  'local  gov- 

14  emment"  means — 

15  (A)  any  county,  city,  town,  township,  parish, 

16  village,  or  other  general  purpose  political  subdivi- 

17  sion  of  a  State; 

18  (B)  any  combination  of  political  subdivisions 

19  described  in  subparagraph  (A)  recognized  by  the 

20  Secretary;  and 

21  (C)  the  District  of  Columbia. 

22  (3)  Secbetabt. — The  term  ''Secretary"  means 
28  the  Secretary  of  Housing  and  Urban  Development. 

24  (4)  State.— The  term  "State"  includes  Puerto 

25  Kico,  the  Yirghi  Islands,  Guam,  American  Samoa,  the 
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1  Northern  Mariana  Islands,  and  any  other  possession  of 

2  the  United  States. 

3  SEC.  702.  EVALUATION  AND  REI^irnNG  REQUIREMENTS. 

4  Not  later  than  the  close  of  the  4th  calendar  year  after 

5  the  year  in  which  the  Secretary  of  Housing  and  Urban  De- 

6  velopment  first  designates  areas  as  enterprise  zones,  and  at 

7  the  close  of  each  4th  calendar  year  thereafter,  the  Secretary 

8  shall  prepare  and  submit  to  the  Congress  a  report  on  the 

9  effects  of  such  designation  in  accomplishing  the  purposes  of 

10  this  title. 

1 1  SEC.  703.  INTERACTION  WITH  OTHER  FEDERAL  PROGRAMS. 

12  (a)     COOBDINATION     WiTH     RELOCATION     ASSIST- 

13  ANCE. — The  designation  of  an  enterprise  zone  under  section 

14  701  shall  not— 

15  (1)  constitute  approval  of  a  Federal  or  federally 

16  assisted  program  or  project  (within  the  meaning  of  the 

17  Uniform  Relocation  Assistance  and  Real  Property  Ac- 

18  quisition  Policies  Act  of  1970  (42  U.S.C.  4601  et 

19  seq.));  or 

20  (2)  entitle  any  person  displaced  from  real  property 

21  located  in  such  zone  to  any  rights  or  any  benefits 

22  under  such  Act. 

23  (b)  Entebpbise  Zones  Treated  as  Labor  Sub- 

24  PLUS  Areas. — Any  area  that  is  designated  as  an  enterprise 
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1  zone  under  section  701  shall  be  treated  for  all  purposes  under 

2  Federal  law  as  a  labor  surplus  area. 

8  SEC.  704.  WAIVER  OR  MODIFICATION  OF  HOUSING  AND  COM- 

4  MUNITY  DEVELOPMENT  RULES  IN  ENTERPRISE 

5  ZONES. 

6  (a)  In  General. — Upon  the  written  request  of  the  gov- 

7  emments  that  designated  and  approved  an  area  that  has  been 

8  designated  as  an  enterprise  zone  under  section  701,  the  Sec- 

9  retary  of  Housing  and  Urban  Development  (or,  with  respect 

10  to  any  rule  issued  under  title  V  of  the  Housing  Act  of  1949, 

11  the  Secretary  of  Agriculture)  may,  in  order  to  further  the  job 

12  creation,  conununity  development,  or  economic  revitalization 
18  objectives  of  the  zone,  waive  or  modify  all  or  part  of  any  rule 

14  that  the  Secretary  has  authority  to  promulgate,  as  such  rule 

15  pertains  to  the  carrying  out  of  projects,  activities,  or  under- 

16  takings  within  the  zone. 

17  (b)  Limitation. — No  provision  of  this  section  may  be 

18  construed  to  authorize  the  Secretary  to  waive  or  modify  any 

19  rule  adopted  to  carry  out  a  statute  or  Executive  order  that 

20  prohibits,  or  the  purpose  of  which  is  to  protect  persons 

21  against,  discrimination  on  the  basis  of  race,  color,  religion, 

22  sex,  marital  status,  national  origin,  age,  or  handicap. 

28  (c)  SuBBassiON  OF  Requests. — ^A  request  under  sub- 

24  section  (a)  shall  specify  the  rule  or  rules  to  be  waived  or 

25  modified  and  the  change  proposed,  and  shall  briefly  describe 
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1  why  the  change  would  promote  the  achievement  of  the  job 

2  creation,  community  development,  or  economic  revitalization 
S  objectives  of  the  enterprise  zone.  If  a  request  is  made  to  the 

4  Secretary  of  Agriculture,  the  requesting  governments  shall 

5  send  a  copy  of  the  request  to  the  Secretary  of  Housing  and 

6  Urban  Development  at  the  time  the  request  is  made. 

7  (d)  OoNSiBBBATiON  OF  Rbqxtbsts. — In  considering  a 

8  request,  the  Secretary  shall  weigh  the  extent  to  which  the 

9  proposed  change  is  likely  to  further  job  creation,  community 

10  development,  or  economic  revitalization  within  the  enterprise 

11  zone  against  the  effect  the  change  is  likely  to  have  on  the 

12  underlying  purposes  of  applicable  statutes  in  the  geographic 

13  area  that  would  be  affected  by  the  change.  The  Secretary 

14  shall  approve  the  request  whenever  the  Secretary  finds,  in 

15  the  discretion  of  the  Secretary,  that  the  public  interest  that 

16  the  proposed  change  would  serve  in  furthering  such  job  cre- 

17  ation,  community  development  or  economic  revitalization 

18  outweighs  the  public  interest  that  continuation  of  the  rule 

19  unchanged  would  serve  in  furthering  such  underlying  pur- 

20  poses.  The  Secretary  shall  not  approve  any  request  to  waive 

21  or  modify  a  rule  if  that  waiver  or  modification  would — 

22  (1)  directiy  violate  a  statutory  requirement;  or 

23  (2)  be  likely  to  present  a  significant  risk  to  the 

24  public  health,  including  environmental  health  or  safety. 


Digitized  by  VjOOQ IC 


278 


268 

1  (e)  NonOB  of  Disappboval. — ^If  a  request  is  disap- 

2  proved,  the  Secretary  shall  inform  the  requesting  govem- 
8  ments  in  writing  of  the  reasons  therefor  and  shall,  to  the 

4  tnnTiTniiin  extent  possible,  work  with  such  governments  to 

5  develop  an  alternative,  consistent  with  the  standards  con- 

6  tained  in  subsection  (d). 

7  (f)   Pbbiod   fob   Dbtebionation. — The   Secretary 

8  shall  discharge  the  responsibilities  of  the  Secretary  under  this 

9  section  in  an  expeditious  manner,  and  shall  make  a  determi- 

10  nation  on  requests  not  later  than  90  days  after  their  receipt. 

11  (g)  Applicable  Pbocbdubbs. — ^A  waiver  or  modifica- 

12  tion  of  a  rule  under  subsection  (a)  shall  not  be  considered  to 
18  be  a  rule,  rulemaking,  or  regulation  under  chapter  5  of  title 

14  5,  United  States  Code.  To  facilitate  reaching  a  decision  on 

15  any  requested  waiver  or  modification,  the  Secretary  may 

16  seek  the  views  of  interested  parties  and,  if  the  views  are  to  be 

17  sought,  determine  how  they  should  bo  obtained  and  to  what 

18  extent,  if  any,  they  should  be  taken  into  account  in  consider- 

19  ing  the  request.  The  Secretary  shall  publish  a  notice  in  the 

20  Federal  Register  stating  any  waiver  or  modification  of  a  rule 

21  under  this  section. 

22  (h)    Effbot    of    Subsbqxtbnt    Amendment    of 
28  Bulbs. — In  the  event  that  the  Secretary  proposes  to  amend 

24  a  rule  for  which  a  waiver  or  modification  under  this  section  is 

25  in  effect,  the  Secretary  shall  not  change  the  waiver  or  modifi- 
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1  cation  to  impose  additional  requirements  unless  the  Secretaiy 

2  determines,  consistent  with  standards  contained  in  subsection 
S  (d),  that  such  action  is  necessary. 

4  (i)  Expiration  of  Waivbbs  and  Modifications. — 

5  No  waiver  or  modification  of  a  rule  under  this  section  shall 

6  remain  in  effect  for  a  longer  period  than  the  period  for  which 

7  the  enterprise  zone  designation  remains  in  effect  for  the  area 

8  in  which  the  waiver  or  modification  applies. 

9  (j)  Definitions. — For  purposes  of  this  section: 

10  (1)  Rule.— The  term  "rule"  means— 

11  (A)  any  rule  as  defined  in  section  551(4)  of 

12  title  5,  United  States  Code;  or 

13  (B)  any  rulemaking  conducted  on  the  record 

14  after  opportunity  for  an  agency  hearing  pursuant 

15  to  sections  556  and  557  of  such  title  5. 

16  (2)  Segbetabt. — The  term  "Secretary"  means 

17  the  Secretary  of  Housing  and  Urban  Development  or, 

18  with  respect  to  any  rule  issued  under  title  Y  of  the 

19  Housing  Act  of  1949,  the  Secretary  of  Agriculture. 

20  SEC.  705.  coordination  OF  HOUSING  AND  URBAN  DEVELOP- 

21  MENT  PROGRAMS  IN  ENTERPRISE  ZONES. 

22  Section  3  of  the  Department  of  Housing  and  Urban  De- 
28  velopment  Act  is  amended  by  adding  at  the  end  the  following 

24  new  subsection: 

25  "(d)  The  Secretary  shall— 
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1  ''(1)  promote  the  coordination  of  ail  programs 

2  under  the  jurisdiction  of  the  Secretary  that  are  carried 
8  on  within  an  enterprise  zone  designated  pursuant  to 

4  section  701  of  the  Housing  and  Community  Develop- 

5  ment  Act  of  1987; 

6  ''(2)  expedite,  to  the  greatest  extent  possible,  the 

7  consideration  of  applications  for  programs  referred  to  in 

8  paragraph  (1)  through  the  consolidation  of  forms  or 

9  otherwise;  and 

10  ''(3)  provide,  whenever  possible,  for  the  consolida- 

11  tion  of  periodic  reports  required  under  programs  re- 

12  ferred  to  in  paragraph  (1)  into  one  summary  report 
18  submitted  at  such  intervals  as  may  be  designated  by 

14  the  Secretary/'. 

15  SEC  706.  COORDINATION  WITH  CDBG  AND  UDAG  PROGRAMS. 

16  It  is  the  policy  of  the  Congress  that  amounts  provided 

17  under  the  community  development  block  grant  and  urban  de- 

18  velopment  action  grant  programs  under  title  I  of  the  Housing 

19  and  Community  Development  Act  of  1974  shall  not  be  re- 

20  duced  in  any  fiscal  year  in  which  the  provisions  of  this  title 

21  are  in  effect. 
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Chairman  Gonzalez.  We  have  as  our  first  witness  the  very  dis- 
tinguished  

Mr.  Frank.  Mr.  Chairman? 

Chairman  Gonzalez.  Yes. 

I  wasn't  getting  ready  to  introduce  him.  I  don't  blame  you  be- 
cause you  had  no  reason  to  believe  I  wasn't  going  to.  [Laughter.] 

As  I  said,  the  first  witness,  of  course,  is  one  of  the  most,  if  not 
the  most  d^tinguished  American  who,  in  his  responsibilities  as 
Governor  of  one  of  our  leading  States,  has  taken  a  leadership  role 
in  housing  problems. 

We  also  heard  testimony  from  Governor  Cuomo  of  New  York  on 
February  4,  1989.  Both  before  they  became  governors,  had  been 
very  much  involved  in  the  housing  problems  and  situations  in  their 
communities. 

I  wanted  to  say  that  the  Governor  comes  with  a  splendid  reputa- 
tion, and  I  will  leave  the  flourishes  and  details  to  the  two  distin- 
guished Members  of  this  committee  that  proceed  from  this  great 
and  glorious  Commonwealth  of  Massachusetts.  We  will  follow  the 
seniority  rule. 

Mr.  Frank  came  a  little  bit  late  after  the  rebellion  of  the  young 
that  tried  to  eliminate  the  seniority  rule.  So  he  has  full  claim  to 
seniority  status.  [Laughter.] 

Mr.  Frank. 

Mr.  Frank.  Thank  you,  Mr.  Chairman.  I  am  not  sure  what  I  will 
do  about  the  flourishes.  Mr.  Kennedy  and  I  didn't  get  to  divide  up 
the  ruffles  and  flourishes  between  us  and  neither  one  of  us  wanted 
to  take  the  ruffles.  [Laughter.] 

But  I  want  to  begin  in  part  by  apologizing  because,  as  the  Gover- 
nor knows,  we  do  have — which  we  didn't  know  when  he  was  sched- 
uled to  come — the  Nicaragua  debate,  and  I  think  that  accounts  for 
fewer  people  being  here,  but  it  is  also  the  case  that  people  tend  not 
to  be  here  when  they  think  they  are  not  needed,  and  I  think,  at 
least  on  our  side,  there  was  a  perception  that  Governor  Dukakis 
has  done  a  superb  job  in  housing  and  is  here  to  talk  about  the  right 
things  and  needn't  be  flouted  from  this  side. 

But  I  also  want  to  apologize  because  I  will  be  getting  over  to  the 
floor  at  some  point  because  I  want  to  participate  in  that  debate. 

I  just  wanted  to  say  that  we  have  been  told  by  this  administra- 
tion in  its  relentless  war  on  housing  that,  well,  this  is  not  some- 
thing that  the  Federal  Government  should  do  exclusively,  States 
and  cities  should  do  their  part,  and  I  think  one  of  the  most  impor- 
tant messages  people  will  get  today  from  Governor  Dukakis  is  that 
it  has  been  very  difficult  for  the  States  to  do  their  part  precisely 
because  of  the  Federal  cutbacks. 

Massachusetts  has  been  superb  in  the  area  of  housing.  I  have 
been  very  proud  to  be  a  Representative  from  Massachusetts,  as  I 
have  seen  the  energy  level  and  the  creativity  which  has  gone  into 
it,  and  it  is  good  that  the  Governor  is  accompanied  by  Secretary 
Amy  Anthony,  who  has  worked  hard  on  this,  and  Marvin  Siflinger, 
who  heads  the  Massachusetts  Housing  Finance  Agency. 

They  have  all  worked  together  well,  and  any  possible  program  at 
the  Federal  level  that  can  be  used  has  been  used,  plus  there  have 
been  State  resources  put  into  it. 
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So  on  the  one  level,  that  is  grounds  for  congratulating  the  Gover- 
nor because  he  has  met  the  responsibility  here  as  well  as  anybody 
in  the  country  and  better  than  almost  anybody,  but  it  also,  from 
our  perspective,  shows  that  with  the  best  will  in  the  world  and  the 
greatest  creativity  and  a  willingness  to  put  the  State's  own  re- 
sources there,  the  job  can't  be  done  alone.  Federal  help  can't  be  re- 
placed by  a  State. 

As  a  matter  of  fact,  the  right  kind  of  Federal  program,  given 
what  is  going  on  in  Massachusetts  and  elsewhere,  can  be  leveraged. 

So  what  we  are  talking  about  here  is  if  we  were  to  vote  sufficient 
funds  we  are  going  to  get  a  lot  more  than  our  money's  worth,  and 
there  have  been  too  manv  people  arguing  that  private  initiative 
and  local  initiative  and  State  initiatives  are  a  substitute  for  the 
Federal  role.  It  simply  isn't  the  case.  They  have  to  work  well  to- 
gether, particularly  when  we  are  talking  about  something  as  im- 
portant as  housing. 

And  the  charts  are  useful.  Nothing  has  taken  a  greater  hit  under 
this  administration  than  housing,  and  the  surprise  that  we  contin- 
ue to  get  about  the  homeless  is  wholly  inappropriate.  We  have  cre- 
ated homelessness  in  this  country  by  Federal  policies  that  have  in 
fact  helped  municipalities  enrich  themselves  while  simultaneously 
degrading  their  ability  to  provide  housing  for  people  in  need. 

Also  I  am  glad  to  have  the  Governor  here  and  Secretary  Antho- 
ny, and  I  hope  people  will,  when  they  peruse  their  testimony,  un- 
derstand that  what  they  are  getting  here  is  a  kind  of  a  prepayment 
on  the  part  of  a  State  that  has  already  done  its  part,  and  if  the 
Federal  Government  will  only  show  some  cooperation,  we  will  be 
able  to  do  a  great  deal  more. 

And  I  want  to  apologize  in  advance  because  I  will  be  leaving  to 
get  over  to  the  floor  to  do  my  debate  time  and,  as  I  think  the  Gov- 
ernor would  probably  agree,  if  we  are  lucky  today,  we  may  come  up 
with  a  few  extra  bucks. 

People  are  going  to  say  how  are  we  going  to  pay  for  it.  Well,  we 
can  get  a  down  payment  on  some  important  housing  programs  by 
stopping  the  waste  of  monev  in  Central  America  that  has  been 
going  on,  and  so  it  is  probably  an  auspicious  day  for  the  Governor 
to  be  here. 

Thank  you,  Mr.  Chairman. 

Chairman  Gonzalez.  Thank  you  very  much,  Mr.  Frank.  Bv  the 
way,  have  you  made  sure  you  have  the  Fall  River  newspaper  here? 

Mr.  Frank.  I  think  Fall  River  is  well-represented.  Thank  you, 
Mr.  Chairman. 

Chairman  Gonzalez.  All  right,  I  just  wanted  to  make  sure  we 
have  full  coverage. 

Mr.  Frank.  The  Chairman  accompanied  me  to  Fall  River  in 
1982.  The  choice  of  date  is  entirely  fortuitous,  of  course.  I  just 
thought  there  was  a  need  to  have  a  hearing  that  year.  [Laughter.] 

Chairman  Gonzalez.  It  was  a  great  trip. 

Mr.  Kennedy. 

Mr.  Kennedy.  Well,  thank  you  very  much,  Mr.  Chairman,  Mem- 
bers of  the  committee,  Barney. 

First  of  all,  I  would  just  like  to  welcome  Governor  Dukakis,  Amy 
Anthony  back  to  Washington,  DC. 
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I  have  noticed  that  the  Governor  has  been  making  a  few  trips  to 
Washington  lately.  Last  time  I  believe  it  was  to  talk  about  the  tre- 
mendous program  E.T.,  and  all  I  can  say  is  we  look  forward  to 
seeing  a  lot  more  of  you  down  in  this  town  in  the  future. 

Obviously,  the  good  Lord  and  the  voters  of  Iowa  and  New  Hamp- 
shire, as  well  as  a  number  of  other  States,  are  going  to  have  some 
determination  in  that,  but  we  are  very  much  looMng  forward  to 
the  kind  of  leadership  that  you  and  Secretary  Anthony  have  shown 
in  Massachusetts. 

Now,  when  we  talk  about  the — as  Barney  eloquently  stated — the 
housing  problem  in  this  country,  we  talk  about  homelessness, 
which  is  obviously  an  issue  that  you  are  well  aware  of  in  our  home 
State,  but  we  also  really,  I  think,  need  to  focus  on  the  fact  that  in 
1949  this  Federal  Government  passed  the  National  Housing  Act, 
which  guaranteed  Americans  a  right  to  a  shelter. 

What  we  have  seen  is  that  the  last  year  of  a  Democratic  adminis- 
tration over  300,000  housing  units  were  provided  by  the  Federal 
Government.  This  last  year  it  was  some  11,000  units,  and  it  just 
seems  that  what  we  really  need  is  the  kind  of  public/private  part- 
nerships that  you  have  demonstrated  in  Massachusetts  really  do 
work,  whether  it  is  the  SHARP  program  in  conjunction  with 
Marvin  Siflinger  and  the  Massachusetts  Housing  Finance  Agency 
or  any  of  the  other  innovative  initiatives. 

What  you  have  done  is  demonstrated  that  we  can  have  an  activ- 
ist government  that  gets  involved  in  the  problems  that  our  people 
face,  and  we  can  begin  to  solve  them. 

So  it  is  an  honor  and  a  privilege  for  me  to  be  here  to  listen  to 
your  testimony,  both  Governor  Dukakis  and  your  terrific  Secretary 
of  Economic  Development,  ECXDD,  Amy  Anthony. 

Welcome,  both  of  you. 

STATEMENT  OF  HON.  MICHAEL  S.  DUKAKIS,  GOVERNOR  OF  THE 
COMMONWEALTH  OF  MASSACHUSETTS,  REPRESENTING  THE 
NATIONAL  GOVERNORS'  ASSOCIATION;  ACCOMPANIED  BY  AMY 
ANTHONY,  SECRETARY  OF  THE  EXECUTIVE  OFFICE  OF  COM- 
MUNITIES  AND  DEVELOPMENT  (EOCD) 

Governor  Dukakis.  Thank  you,  Mr.  Chairman.  Thank  you.  Con- 
gressman Frank.  Thank  you,  Congressman  Kennedy. 

It  is  a  great  pleasure  to  be  here,  and  I  welcome  the  opportunity, 
Mr.  Chairman,  to  speak  with  you  today  on  behalf  of  the  National 
Governors'  Association  on  H.R.  4. 

This  legislation  does  much  that  is  useful  and  necessary  to  restore 
the  kind  of  role  that  the  Federal  Government  ought  to  have  in  pro- 
viding decent  and  affordable  housing  to  all  of  our  citizens. 

And  let  me  say  parenthetically  that  while  I  appreciate  what 
Barney  and  Joe  have  said,  please  bear  in  mind  that  Massachusetts 
is  one  of  the  fortunate  Stetes  today,  economically  and  financially. 

I  am  on  my  way  to  Louisiana  tomorrow  morning,  where  the  un- 
employment rate.  Congressman,  is  14-15  percent. 

Those  States  that  are  suffering  from  that  kind  of  economic  dis- 
tress are  in  no  position,  Mr.  Chairman,  even  to  do  what  we  have 
done,  and  so  the  need  for  Federal  resources  and  a  recommitment  of 
this  country  to  decent  and  affordable  housing  is  even  greater  in 
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States  that  are  sufTering  and  suffering  very  severe  economic  dis- 
tress. 

And  your  State  is  one  of  them,  Mr.  Chairman,  Congressman  Roe- 
mer's  is  another,  and  I  think  we  know  that  some  halt  of  our  States 
in  this  country  are  today  and  have  been  in  recession  for  the  last  6 
or  7  years. 

But  I  do  want  to  add  to  my  support  for  the  bill  itself  a  statement 
of  the  additional  steps  which  I  think  we  as  a  nation  must  take  to 
confront  the  reality  of  millions  of  Americans  facing  an  imminent 
housing  emergency. 

Just  3  weeks  ago,  Mr.  Chairman,  when  the  National  Governors' 
Association  had  its  midwinter  meeting,  I  was  out  exercising  early 
in  the  morning,  going  by  this  Capitol  and  along  the  Mall.  I  saw,  as 
you  see  every  day,  the  tragic  reality  of  fellow  citizens  alone  and 
without  a  home  sleeping  in  cardboard  boxes  in  the  Nation's  Cap- 
ital, and  that  spectacle  is  going  on  in  cities  and  towns  all  across 
America. 

Fifty  vears  after  the  passage  of  the  Stea^all  Housing  Act,  hun- 
dreds of  thousands  of  individuals  and  families  are  sleeping  on  the 
streets  and  in  the  doorways  of  cities  and  towns  all  across  America. 

Fifty-five  years  after  Franklin  Roosevelt  told  us  that  Vs  of  the 
Nation  was  ill-housed,  thousands  of  our  fellow  citizens  have  no 
place  to  go. 

Until  1980,  as  you  pointed  out,  Mr.  Chairman,  there  was  no 
debate  in  this  country  about  our  responsibility  to  provide  decent 
and  affordable  housing  for  our  people. 

Joe,  the  Housing  Act  of  1949,  as  you  know,  was  co-sponsored  by 
Senator  Robert  Taft  of  Ohio,  not  a  man  with  a  radical  reputation 
but  a  thoughtful  and  responsible  leader  of  the  Republican  Party 
who  believed  just  as  deeply  as  we  do  in  decent  and  fiJFordable  hous- 
ing for  all  America. 

And  under  the  administrations  of  both  President  Ford  and  Presi- 
dent Carter,  we  were  building  or  rehabilitating  over  200,000  units 
of  federally  assisted  housing  for  families  of  low  and  moderate 
income  every  year. 

Today  we  are  doing  barely  25,000  units,  and  that  may  be  down, 
Joe,  and  the  President  in  his  budget  proposes  3000  units  of  low  and 
moderate  income  housing  for  the  entire  United  States  of  America. 

Mr.  Chairman,  we  have  8000  units  under  development  in  the 
State  of  Massachusetts  today,  and  we  continue  to  have  a  serious 
housing  emergency,  and  what  we  have  is  a  proposal,  presumably 
serious,  that  the  entire  housing  needs  of  low  and  moderate  income 
families  in  this  country  are  going  to  be  dealt  with  by  the  addition 
of  some  3000  units. 

No  wonder  we  have  a  homelessness  problem  in  this  country.  It  is 
a  national  scandal,  Mr.  Chairman.  It  is  a  national  embarrassment. 

The  experience  of  the  past  half  decade  indicates  that  State  and 
local  initiative  can  produce  affordable  housing,  but  we  can't  do 
what  we  must  do  and  we  should  do  without  some  support  from  our 
friends  in  Washington,  and  that  support  must  deal  with  three  cen- 
tral problems  in  our  current  housing  situation — homelessness,  a  se- 
rious decline  in  affordable  housing  for  ownership,  and  the  threat  to 
the  existing  stock  of  subsidized  housing  which  vou  have  already 
noted,  Mr.  Chairman,  in  your  introductory  remarks. 
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The  emergency  comprehensive  homeless  legislation  which  just 
passed  this  House  is  a  very  important  first  rtep,  and  let  me  say 
thank  you,  Mr.  Chairman,  to  Speaker  Wright,  and  to  all  of  you  for 
moving  into  the  vacuum  that  has  existed  at  the  national  level. 

As  many  have  testified  here  and  as  my  experience  in  Massachu- 
setts indicates,  the  homeless  are  different  kinds  of  people.  They  are 
mentally  ill,  they  are  substance  abusers  in  some  cases,  they  are 
single  elderly  and  increasingly  families  with  children,  and  their 
needs  are  many — health  care,  food,  emergency  shelter,  and  reinte- 
gration into  the  community. 

But,  Mr.  Qiairman,  the  fundamental  fact  of  the  matter  is  that 
we  didn't  have  a  homelessness  problem  in  this  country  6  years  ago, 
and  we  had  people  with  serious  mental  and  emotional  problems. 
We  had  people  that  had  difficulty  making  it  in  the  community  in 
many  ways.  We  had  substance  abuse  at  that  time.  We  had  elderly 
people,  and  we  certainly  had  families  with  children. 

We  didn't  have  a  homelessness  problem  in  this  country  6  years 
ago,  and  we  have  one  today,  and  there  is  only  one  basic  difference 
between  what  was  going  on  then  and  what  is  going  on  today.  We 
simply  aren't  building  any  substantial  amounts  of  housing  for  fam- 
ilies of  low  and  moderate  income. 

In  my  State,  a  booming  economv  has  put  enormous  pressure  on 
the  real  estate  market  and  rents  have  soared  beyond  the  reach  of 
many  low  and  moderate  income  families.  The  median  price,  Mr. 
Chairman,  of  a  single  family  home  in  the  Metropolitan  Boston  area 
last  week  reached  $167,000,  and  rents,  needless  to  say,  have  risen 
accordingly. 

But  we  in  Massachusetts  are  not  alone.  Housing  costs  for  low 
income  households  have  risen  dramatically  across  the  country.  The 
median  rent  in  1974  for  households  in  the  lowest  income  class  was 
approximately  35  percent  of  income,  already  too  high.  That  figure 
has  risen  to  46  percent  of  annual  income  in  1983. 

For  female-headed  households  with  small  children,  the  national 
figures  on  shifting  rent  burden  are  even  worse.  In  1974,  17  percent 
of  such  households  paid  more  than  75  percent  of  their  income  for 
gross  rent.  In  1983,  17  percent  had  risen  to  34  percent. 

Mr.  Chairman,  when  Ya  of  the  Nation's  single  mothers  obtain  % 
of  their  income  for  housing,  it  is  not  hard  to  understand  why  more 
and  more  of  these  families  are  moving  into  shelters. 

And  we  need  a  Federal/State  partnership  that  produces  good 
housing  at  affordable  cost  if  we're  going  to  change  things. 

I  strongly  recommend  to  you  and  to  the  Congress  a  housing  pro- 
duction block  grant  program  which  would  be  used  by  States  to  sup- 
plement their  own  efforts  and  the  utilization  of  the  tax  credits 
made  available  in  the  Tax  Reform  Act. 

We  have  a  responsibility  to  take  those  funds,  work  with  commu- 
nities and  developers,  both  private  and  nonprofit,  and  build  or  re- 
habilitate mixed  income  housing. 

And  I  want  to  emphasize  that,  Mr.  Chairman.  As  the  Governor 
of  a  State  which  pioneered  in  the  concept  of  mixed  income  housing, 
I  can  tell  you  it's  been  an  unparalleled  success.  It  works.  It  is  con- 
tinuing to  work  under  our  SHARP  Program,  which  I  will  describe 
in  a  minute.  And  it  is  the  best  way  I  know  to  build  or  rehabilitate 
decent  housing  for  families  of  low  and  moderate  income  and  do  so 
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in  a  way  that  makes  them  a  part  of  the  community  in  every  sense 
of  the  word. 

Our  experience  in  Massachusetts  with  our  State  housing  assist- 
ance for  rental  production  or  SHARP  Program,  which  Congress- 
man Kennedy  mentioned,  shows  that  the  careful  use  of  public  dol- 
lars can  encourage  the  private  sector  and  nonprofit  developers  to 
produce  mixed  income  housing. 

Several  weeks  ago  in  Boston,  I  had  the  opportunity  in  the  Jamai- 
ca Plains  section  of  the  city  to  meet  with  a  young  woman,  26  years 
of  age,  a  single  mother,  who,  Mr.  Chairman,  had  spent  2  years 
moving  from  shelter  to  shelter  with  four  small  children. 

She  simply  could  not  compete  in  our  current  housing  market. 
Today,  she  and  her  children  are  living  in  a  lovely,  three-bedroom 
apartment  in  a  former  Boston  high  school  that  has  been  trans- 
formed into  75  outstanding  mixed  income  units,  thanks  to  SHARP. 

She  was  helped,  I  should  add,  by  a  section  8  certificate.  But  she 
was  lucky.  When  the  developer  of  this  project  advertised  for  hold- 
ers of  section  8  certificates  to  come  and  seek  19  units  of  the  75, 
which  were  designated  as  low  income  units,  220  families  holding 
section  8  housing  certificates  showed  up,  which  means  that  201  of 
them  left  without  housing. 

So  the  housing  market  isn't  working  for  low-income  people.  The 
units  simply  are  not  there.  SHARP  provides  an  interest  subsidy 
which  decreases  over  a  15-year  period  and  is  a  loan. 

Seventy-five  hundred  units  are  being  built  under  this  program 
right  now  in  Massachusetts.  And  to  give  you  some  idea  of  the  cost- 
effectiveness  of  SHARP,  consider  the  following: 

Section  8  new  construction  on  average  laid  out  about  $10,000  per 
unit  per  year  as  a  grant  for  a  total  Federal  outlay  over  the  30-year 
life  of  the  mortgage  of  some  $300,000  a  unit. 

SHARP  averages  $1,500  per  unit  per  year  for  5  years,  reducing 
itself  to  zero  at  the  end  of  15  years  as  a  loan  for  a  total  outlay  per 
unit  of  $22,500. 

Now,  in  addition  to  the  housing  block  grant  to  support  the  State 
and  local  role,  there  is  a  continued  need  for  those  rental  subsidies 
that  would  be  provided  by  sections  231  through  237  of  your  bill. 
Such  help  worked  for  that  young  mother  of  four  and  we  can  use  a 
lot  more  of  it. 

But  it's  not  just  the  very  poorest  of  this  country's  households 
that  are  being  shut  out  of  the  housing  market.  Escalating  home 
prices  have  made  it  virtually  impossible  for  young  families,  espe- 
cially in  the  North  East,  but  in  other  parts  of  the  country  as  well, 
to  find  a  modest  and  affordable  home. 

We  had  a  dramatic  example  of  that  recently  in  my  State.  A 
police  chief  on  Cape  Cod,  looking  for  new  police  officers  to  hire  for 
his  force,  came  to  the  conclusion  that  he  was  virtually  limited  to 
recruiting  19  and  20-year  olds  still  living  at  home  with  their  par- 
ents, because  more  experienced  officers  or  older  men  with  families 
simply  could  not  find  homes  in  his  community. 

And  as  in  the  case  of  the  homeless  problem,  a  look  at  national 
statistics  makes  it  clear  that  Massachusetts  is  by  no  means  alone 
in  facing  a  drop  in  home  ownership. 
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Until  1980,  home  ownership  rights  for  this  country  as  a  whole 
had  increased  steadily  for  35  years.  Owning  your  own  home  has 
been  a  part  of  the  American  dream  as  long  as  I  can  remember. 

Since  1980,  however,  these  rates  have  fallen  every  year.  The 
young  buyer  is  the  most  dramatic  casualty  of  the  decline.  Among 
households  headed  by  the  individuals  in  the  25-29-year  old  age 
group,  home  ownership  fell  from  a  rate  of  approximately  43  per- 
cent in  1975  to  34  percent  10  years  later. 

For  those  in  the  30-34-year  old  age  group,  the  rate  fell  from  62 
percent  in  1975  to  approximately  53  percent  in  1985.  We  can  get  an 
added  perspective  on  the  home  ownership  problem  by  looking  at 
median  sales  prices  from  around  the  country  translated  into  the 
income  levels  necessary  to  meet  the  prices. 

The  median  single-family  price  in  Hartford,  CT  today  is  about 
$103,000,  Mr.  Chairman.  The  family  needs  to  earn  approximately 
$41,000  a  year  to  afford  a  house  at  that  price.  And  $41,000  is  well 
beyond  the  income  level  of  many  of  our  young  families. 

In  the  San  Diego  metropolitan  area,  a  family  must  earn  some 
$43,450  a  year  to  ^ord  a  single  family  home  costing  $110,000. 

In  Denver,  to  be  sure,  the  median  sales  price  is  lower,  about 
$84,500,  but  a  young  family  still  needs  an  annual  income  of  about 
$33,000  to  buy  that  house. 

Now,  most  of  you  remember  as  I  do  that,  at  the  end  of  World 
War  II,  the  VA  and  the  FHA  made  home  ownership  available  to 
young  couples  and  young  families.  We  helped  make  the  American 
dream  of  home  ownership  a  reality  for  those  families. 

In  1987,  we  need  to  ensure  that  the  kinds  of  opportunities  avail- 
able then  are  also  available  to  young  families  today. 

In  Massachusetts,  we're  creating  local  housing  partnerships  that 
can  build  affordable  housing  for  ownership. 

And,  Mr.  Chairman,  we'll  get  Congressman  Kennedy  one  of  those 
tee-shirts,  have  no  fear. 

We  created  something  we  call  the  Home  Ownership  Opportunity 
Program,  which  uses  available  public  lands,  special  grants  and 
below  market  mortgages  to  build  housing  for  the  moderate  income, 
first-time  home  buyer.  Dozens  of  local  communities  have  now 
stepped  up  to  the  plate  and  been  formally  designated  partnership 
communities.  I  think  we  have  now  70  that  have  already  become 
formally  partnership  communities  and  are  working  with  us. 

Nehemiah  grants,  which  are  part  of  H.R.  4,  represent  another 
way  of  making  it  possible  for  more  young  families  to  own  their  own 
home.  And  with  a  few  changes,  which  I  would  like  to  suggest  this 
afternoon,  Mr.  Chairman,  the  Nehemiah  program  could  also 
become  a  smaller-scale  program  for  use  by  the  wide  range  of  com- 
munities now  served  by  Massachusetts  Home  Ownership  Program. 

We  find  that,  in  many  communities,  there  just  isn't  land  for  50 
or  100  or  200  units  for  ownership.  But  there's  land  available  for  10 
or  15  or  20  or  25.  And  our  feeling  is  that  any  addition  to  that 
supply  of  units  for  home  ownership  is  an  important  step  forward. 

What  we  hope  the  program  can  offer  is  a  way  for  States  to  make 
creative  use  of  limited  Federal  funds,  build  housing  partnership  at 
the  local  level  and  get  housing  for  ownership  built  and  available 
fast. 


Digitized  by  VjOOQ IC 


283 

We  must  also,  as  you  have  pointed  out,  ensure  that  existing  low 
income  housing  is  preserved  and  improved,  and  we'd  like,  Mr. 
Chairman,  to  work  with  you  to  see  if  we  can  deal  with  this  problem 
of  221(dX3)  and  236  units  that  are  soon  facing  very,  very  serious 
problems.  We  simply  cannot  afford  to  lose  three  million  housing 
units  in  this  country  that  are  currently  occupied  by  families  of  low 
and  moderate  income,  and  we'd  be  very  pleased  to  work  with  you 
on  a  solution  to  that  problem. 

Already  some  70  communities  in  Massachusetts  have  formed 
those  looEd  housing  partnerships  I  talked  about.  We're  working 
closely  with  them.  One  small  city  in  Central  Massachusetts,  Fitch- 
burg,  is  a  great  example  of  this.  They've  done  a  terrific  job  on  ho- 
melessness.  There  is  today  not  a  single  homeless  family  in  the  city 
of  Fitchburg. 

Not  only  that  but  we  have  some  fine  people  in  the  building  and 
housing  community.  One,  Yvon  Evon  Robichard  literally  decided  to 
forego  a  substantial  percentage  of  his  profit  on  some  home  owner- 
ship units  that  he  was  building  because  he  wanted  to  build  them  in 
his  neighborhood  for  his  neighbors,  and  that's  the  kind  of  spirit, 
that's  the  kind  of  partnership  that  we're  seeing  all  across  the 
State. 

It's  true  that  during  the  first  50  years  of  Federal  housing  policy 
in  this  country,  most  States  didn't  play  much  of  a  role  in  providing 
decent,  affordable  housing  for  families  of  low  and  moderate  income. 

But,  in  the  last  few  years.  State  governments  have  decided  that 
we  must  get  involved.  And,  as  we  have  learned  in  Massachusetts, 
we  can  do  a  lot  when  we  work  as  partners  with  the  entire  housing 
community. 

But  we  need  help.  We  need  that  vital  Federal  presence,  Mr. 
Chairman,  that  can  bring  down  the  barrier  to  housing  opportuni- 
ties for  all  of  our  people. 

I  look  forward  to  working  with  you.  Secretary  Anthony  is  here 
with  me  and  she  has  been  the  driving  force  behind  our  housing 
program.  And  I  know  I  speak  for  all  the  Governors  when  I  say 
that,  with  your  help  and  your  cooperation,  we'll  be  more  than  will- 
ing to  hold  up  our  end  of  the  bargain. 

We're  both  here  to  respond  to  your  questions  and,  obviously,  we 
look  forward  to  working  with  you  on  what  is  a  very,  very  impor- 
tant national  priority. 

[The  statements  submitted  by  Mr.  Dukakis  can  be  found  in  the 
appendix.] 

Chairman  Gonzalez.  Governor,  thank  you  again,  not  only  for 
being  here  with  us,  but  for  presenting  a  very  succinct,  eloquent, 
and  forceful  statement. 

I  think  the  record  ought  to  show  that  throughout  the  field  hear- 
ings we've  had  in  the  last  6  years  from  the  Eastern  Shore,  just  1 
hour  and  15  minutes  drive  from  here,  you  can  find  worse  housing 
conditions  for  many  of  the  migrant  farm  labor  families  than  you 
can  find  in  Third  World  countries. 

I  hadn't  seen  housing  conditions  like  that  since  65  years  ago  in 
Texas.  And  that  was  pretty  bad.  The  migrant  families  are  beyond 
the  sight  of  the  average  American,  but  they're  there.  And  it  was 
just  very  depressing. 
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And  that  was  6  years  ago.  From  there,  we  went  clear  across  to 
San  Diego,  CA.  The  city  of  San  Diego  has  acted  very  admirably 
with  respect  to  the  homeless  and  provided  a  very  good  shelter  pro- 
gram. 

They  rose  to  the  occasion,  even  though  it's  difficult  to  visualize 
San  Diego  with  a  homeless  problem.  It's  beautiful  weather,  ideal 
year  around,  but  they  do. 

The  subcommittee  has  also  gone  to  Minnesota,  down  to  Texas,  to 
the  North  Eastand  into  New  York.  And  in  less  than  1  year's  time, 
we  went  four  times,  from  east  Brooklyn  to  southeast  Bronx,  south- 
west Bronx. 

And  there's  no  question  that  you,  as  in  the  case  of  the  State  of 
New  York,  were  an  inspiration  to  us  when  we  were  fighting  to 
keep  from  being  demoralized,  because  ever3rwhere  we  turned  here, 
we  couldn't  find  any  help — not  even  among  our  own  leadership, 
that  misjudged  the  thrust  of  the  challenge  that  President  Reagan 
has  provided. 

It  was  obvious  from  the  beginning  that  what  he  was  saying  was 
that  ever3rthing  that  had  been  done  for  the  last  30  years  had  been 
wrong,  including  the  housing  program. 

When  we  had  the  first  hearing,  we  were  very  lucky  to  have  had 
the  Director  of  the  Office  of  Management  and  Budget  testify.  This 
was  the  only  time  he  had  appeared  before  a  nonbudgetary  commit^ 
tee.  And  had  we  adopted  what  he  was  requesting  for  the  President, 
by  July  1,  we  would  have  xeroed  out  the  FHA  Program. 

I  thmk  the  record  ought  to  reflect  that  what  you've  done  in  Mas- 
sachusetts, and  what  Governor  Cuomo  and  Mayor  Koch  in  New 
York  have  done  is  simply  admirable.  You  set  the  pace  again  as  na- 
tional State  leaders. 

California  was  very  impressive  until  the  present  Governor,  who 
has  literally  stripped  all  the  programs  that  began  with  Jerry 
Brown.  California  had  a  comparable  housing  finance  agency  com- 
parable to  any,  including  New  York.  But,  now,  really,  the  two  lead- 
ing States,  way  ahead,  are  New  York  and  Massachusetts. 

You've  diverted  tremendous  sums  of  your  resources,  which,  for 
whatever  reason,  other  States  have  been  unwilling  or  unable  to  do 
so,  as  you  said — some  for  good  reason. 

But  I  think  the  record  ought  to  show  that  what  you  have  done 
has  been  outstanding.  You  have  come  in  and  filled  in  for  the  lack 
of  national  responsibility. 

And  we  want  to  thank  you  because,  if  anything,  that's  what's 
going  to  enable  us  to  come  out  winning  in  the  end,  as  I  think  we 
will  with  H.R.  4. 

The  only  question  I  had  was  with  regard  to  your  very  wonderful 
suggestion  about  the  creation  of  what  would  almost  be  tantamount 
to  a  trust  fund,  your  block  housing — what  I  would  call  housing  fi- 
nance— and  how — could  you  briefly  tell  us  how  that  could  be  used 
to  dovetail  with  such  programs  as  your  SHARP?  And  how  it  would 
be  looked  upon  as  useful  to  the  States? 

Governor  Dukakis.  Sure.  Let  me  tell  you  how  the  partnership  is 
working,  and  then  I  think  that  will  give  you  a  sense  of  how  a  Fed- 
eral block  grant  program,  if  you  will,  to  the  States  could  be  helpful 
to  us. 
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And  let  me  begin  by  saying  that,  although  I  know  a  great  deal  of 
what  inspired  the  administration's  views  on  the  subject  of  housing 
and  publicly-assisted  housing  stem  from  their  own  special  brand  of 
ideology,  the  private  sector  in  Massachusetts  is  deeply  involved 
with  us. 

The  housing  industry,  development  industry,  good  people  in  the 
business  community— there  is  a  very  strong  feeling  on  the  part  of 
business  people  and  the  builders  of  housing  that  they've  got  to  par- 
ticipate in  this,  and  they  want  to  do  it. 

And,  in  fact,  as  I  pointed  out,  in  the  city  of  Fitchburg,  and  that  is 
by  no  means  an  isolated  instance,  I  don't  know  of  too  many  devel- 
opers or  builders  of  housing  who  will  not  voluntarily  come  to  us 
these  days  and  say: 

Look,  I'll  set  aside  a  certain  portion  of  my  units  for 

Chairman  Gonzalez.  Will  you  yield  to  me?  Because  you're 
asking  a  question  there.  You're  asking  a  hypothetical,  rhetorical 
question,  knowing  full  well  the  ideological  basis  for  the  thrust  of 
this  administration's  activities,  and  you  ask  a  question  about  the 
private  sector. 

Well,  we  faced  solid  opposition  on  the  part  of  home  builders,  real- 
tors, mortgage  bankers.  In  fact,  many  of  them  were  active  cam- 
paign workers  for  the  administration.  Not  once  did  we  get  them  to 
disavow  the  crippling,  disabling  blows  that  this  administration  was 
advocating. 

Now,  to  me,  it  seemed  that  we  were  having  a  giant,  national 
Jonestown,  where  you  had  the  leaders  saying: 

Take  this  potion,  and  everybody  was  dropping  dead,  but  they 
were  still  going  to  be  saved  by  drinking  the  potion. 

And  what  I'd  like  to  ask  you,  how  do  you  account  for  that? 

When  you  translate  it  to  the  local  level,  yes,  you  had  builders 
that  were  saying:  Hey,  look,  this  isn't  good.  We're  having  a  hard 
time  building  at  affordable  prices,  so  we  can  have  rentals  at  afford- 
able prices. 

Governor  Dukakis.  Mr.  Chairman,  I  can't  explain  it.  Maybe  a 
great  many  people  in  this  country  didn't  quite  appreciate  what — 
how  important  the  Federal  role  was.  Six  years  later,  as  we  walked 
down  our  streets  in  virtually  every  city  in  this  country  and  we  see 
people  sleeping  in  streets  and  in  doorways,  we're  beginning  to  ^ap- 
preciate  the  consequences. 

And  it  took  5  or  6  years  to  do  it.  And  now  we're  all  embarrassed 
and  we  wonder  what's  happened. 

And  what's  happened  is  that  we  simply  have  not  maintained 
that  commitment  to  decent,  affordable  housing  for  families  of  low 
and  moderate  income.  And  the  consequences  are  everjrwhere  in 
very  tragic  human  terms. 

Now,  let  me  get  back  to  your  question  and  simply  say  this.  What 
we  try  to  do — and  each  of  these  projects  is  different — is  to  encour- 
age our  local  communities,  with  our  help,  to  link  up  with  a  private 
developer,  with  nonprofit  community  development  corporation  or 
housing  corpo;  ion,  to  identify  land  which,  for  example,  might  be 
municipally  <  -an  abandoned  school  or  even  a  vacant  lot 

that's  owned  by  i    »  municipality. 
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That  goes  in  for  nothing.  So  that's  an  important  local  subsidy.  Or 
there  may  be  State  land  in  the  community,  which  we've  been  sit- 
ting on  for  sometime,  which  we  can  in  effect  donate  to  this. 

We  just  turned  over  10  parcels  of  land  in  the  so-called  Southwest 
Corridor  in  Boston  to  the  city  of  Boston,  at  no  cost — land  owned  by 
the  Commonwealth,  which  we  acquired  in  developing  a  new  trans- 
portation corridor  down  that  Southwest  Corridor. 

Those  10  parcels  will  now  be  available  to  the  city  and  they  are  in 
the  process  of  planning  10  separate  housing  developments  along 
that  corridor,  which  will  blend  in  with  the  new  transit  line,  and  so 
on. 

That  land  was  donated  free,  a  very  substantial  subsidy. 

The  community  may  have  other  resources  which  they  can  con- 
tribute. We  will,  in  some  cases.  Amy  will  provide  a  community  de- 
velopment block  grant  or  a  special  infrastructure  grant,  which  will 
help  to  provide  access  sewer  connections,  water  connections,  and  so 
on. 

And  then  we  will  come  in  with  our  below  market  mortgages, 
which  we  are  willing  to  subsidize  through  our  State  housing  part- 
nership trust  fund,  which  we  created  with  the  very  strong  support 
of  our  legislature. 

Now,  what  we  would  do  if  we  were  eligible  for  a  housing  block 
grant  each  year  would  be  to  take  those  resources  and  fit  them  into 
this. 

And,  in  each  case,  I  suspect  it  might  be  a  different  element  that 
would  make  that  project  go.  It  might  be  an  addition  to  the  mort- 
gage subsidy.  It  might  be  a  grant  to  make  it  possible  for  infrastruc- 
ture improvements  to  be  made.  It  might  be  at  least  a  partial  pay- 
ment on  the  cost  of  the  land  if  it  were  privately-held,  any  and  all  of 
these  things. 

But  what  we  have  found,  particularly  in  a  market  like  ours,  is 
that  you've  got  to  do  each  of  these  carefully  and  well,  and  no  one  of 
them  is  the  same  as  another. 

So,  having  that  housing  money  in  a  flexible  block  grant  would  be 
of  enormous  advantage  to  us  because  we  could  then  use  it  in  a  way 
that  fit. 

Secretary  Anthony  might  want  to  add  to  that  because  she 

Chairman  Gonzalez.  I  think  the  reporter  should  note  that  her 
name  is  Amy  Anthony,  and  she  is  the  Secretary  of  your  Housing 
program,  as  well  as  your  SHARP  Program. 

Ms.  Anthony.  I  think  that  the  block  grant,  as  the  Governor  said, 
could  be  used  in  conjunction  with  locally  developed  projects.  Just 
one  example,  in  addition  to  those  the  Governor  mentioned,  we  pro- 
vided from  our  housing  fund,  GAF  financing  for  developments  that 
were,  frankly,  in  trouble  as  tax  reform  took  over  at  the  end  of  the 
last  year.  Some  rental  developments  which  were  under  way  had  a 
GAF.  We  were  able  to  loan  them,  at  very  low  rates,  a  loan  that 
enabled  the  development  to  proceed.  I  think  that  the  availability  of 
the  tax  credit  which  is,  as  yet,  unproven,  is  something  which  will 
require  additional  support  from  the  States  for  rental  developments 
to  really  happen.  And  that  is  another  way  in  which  this  could  be 
used. 

Chairman  Gonzalez.  These  were  rental  developments? 
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Governor  Dukakis.  Some  are  rentals,  some  are  ownership.  Many 
of  them  are  ownership. 

Chairman  Gonzalez.  In  your  ownership  program,  what  would  be 
the  ongoing  interest  rate  on  your  subsidized  base? 

Governor  Dukakis.  It  is  flexible.  We  can  write  it  down  to  a  mini- 
mum of  SVa  percent.  We  have  been  able  to  write  some  of  those 
mortgages  down. 

Chairman  Gonzalez.  Very  good. 

Governor  Dukakis.  That,  in  many  cases,  as  you  understand,  may 
make  all  the  difference  between  a  family's  ability  to  pay  for  that 
mortgage  on  an  ongoing  basis  or  be  unable  to  afford  it. 

Chairman  Gonzalez.  Yes,  sir. 

Governor  Dukakis.  We  have  been  able  to  develop  housing  in  the 
$60,000,  $70,000,  $80,000  range  with  at  least  some  portion  of  those 
mortgages  at  SVa  or  6  percent. 

Chairman  Gonzalez.  Are  these  fixed  rate  long-term  mortgages? 

Governor  Dukakis.  Yes. 

Chairman  Gonzalez.  Well,  that  is  great,  and  I  really  thank  you. 
My  time  really  has  expired.  I  will  recognize  Mr.  Garcia. 

Mr.  Garcia.  I  would  just  like  to  join  with  the  chairman  of  this 
subcommittee.  It  seems  to  me  that  the  biggest  problem  we  have 
today  in  America  is  the  question  of  housing,  and  the  unfortunate 
part  is  that  even  here  in  the  Congress  of  the  United  States,  where 
you  would  think  that  people  on  this  side  of  the  aisle  would  join  to- 
gether and  vote  in  unison  for  housing  legislation,  you  find  even 
some  of  our  own  colleagues  voting  against  housing.  Different  parts 
of  the  country  have  different  problems.  So  there  are  some  people 
who  don't  focus  in  on  it,  because  they  have  other  problems  within 
their  districts  that  take  a  higher  priority. 

The  reason  why  I  wanted  to  join  with  the  chairman  is  that  I 
think  it  is  people  like  yourself  and  my  governor  which  make  a  dif- 
ference. It  is  possible  to  get  national  headlines  and  the  type  of  pub- 
licity that  focuses  more  on  the  needs. 

As  just  one  quick  example — and  I  will  not  ask  you  a  question — I 
just  wanted  to  thank  you  for  being  here — in  New  York's  Grand 
Central  Station,  try  and  get  a  locker.  Just  a  locker  to  put  a  bag  in 
if  you  have  a  half  hour  or  an  hour  to  wait  for  a  train.  You  can't. 
Every  one  of  the  homeless  have  their  belongings  in  those  lockers  at 
Grand  Central  Station.  It  is  really  something  at  8  or  9  o'clock  when 
that  station  is  getting  ready  to  close  down  for  the  evening,  the 
number  of  homeless  who  are  waiting  to  get  into  the  grates  sur- 
rounding Grand  Central  Station. 

So  I  would  just  like  to  thank  you  very  much  for  being  here,  be- 
cause, as  one  who  represents  a  district  that  has  a  serious  housing 
problem,  I  want  you  to  know  that  we  are  deeply  appreciative  of 
your  initiative  on  this. 

Governor  Dukakis.  Thank  you.  Congressman,  very  much. 

Chairman  Gonzalez.  Thank  you  very  much,  Mr.  Garcia.  Mr. 
Saxton?  No  questions.  Mr.  Roemer. 

Mr.  Roemer.  Thanks,  Henry.  I  want  to  welcome  the  Governor 
and  appreciate  his  testimony,  and  we  look  forward  to  having  you  in 
Louisiana  tomorrow. 

Governor  Dukakis.  I  am  looking  forward  to  it. 
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Mr.  RoEMER.  We  will  have  a  big  crowd  for  you,  and  they  want 
courage  and  a  vision.  I  am  sure  you  will  give  them  both. 

Governor  Dukakis.  Thank  you. 

Mr.  RoEMER.  What  would  you  say  to  the  proposition,  Governor, 
that  since  1981,  and  where  the  funds  have  been  throttled  back, 
that  we  ought  to  use  this  opportunity  to  take  a  new  look  at  the  old 
world,  as  you  have  done  here,  rather  than  just  rekindle  and  refund 
our  old  programs?  Would  we  be  off  base  in  doing  that?  Because 
that  seems  to  be  exactly  what  you  are  suggesting  here.  I  notice  you 
didn't  come  today  and  say,  take  the  old  programs  and  give  us  new 
money.  You  were  suggesting  new  partnerships,  new  grants,  new 
flexibility.  You  mentioned  Nehemiah,  et  cetera,  et  cetera. 

Am  I  on  the  right  track  in  understanding  your  tone?  Are  you 
asking  for  a  revisit  with  new  money  or  a  new  visit  with  new 
money?  Am  I  making  sense  there?  Because  we  debate  in  this  com- 
mittee. We've  had  it  year  after  year  in  our  attempt  to  try  to  get  a 
handle  on  the  budget,  it's  whether  we  need  to  send  more  money  to 
the  old  programs,  or  we  need  to  use  this  crisis  as  an  opportunity 
for  new  programs  or  not. 

Governor  Dukakis.  Let  me  respond  in  two  ways.  It  seems  to  me 
you  have  some  existing  housing,  Congressman,  that  has  to  be  dealt 
with.  It's  not  that  I  mind,  but  let  me  tell  you,  it  hurts  to  have  to 
come  up  with  State  funds  to  rehabilitate  federally  financed  public 
housing  in  my  State,  and  that  is  what  we  have  had  to  do.  Now  we 
are  going  to  do  it,  if  we  have  to,  because  I  am  not  going  to  stand  by 
and  let  people  live  in  places  that  aren't  fit  for  people.  But  we  also 
have  had  an  ongoing  State  public  housing  program,  both  for  the  el- 
derly and  for  families,  over  the  years,  and  we've  got  some  responsi- 
bilities to  modernize  and  rehabilitate  and  upgrade  that  housing, 
and  we've  tried  to  carry  that  out.  We  are  now  spending  millions  of 
dollars  in  Massachusetts  simply  to  rehabilitate  existing  Federal 
housing,  which  is  occupied  and  which  is  important,  and  which  pro- 
vides decent  housing  for  a  lot  of  families  at  relatively  low  cost. 

It  seems  to  me  there  ought  to  be  some  ongoing  responsibility  at 
the  national  level,  at  the  very  least,  to  provide  funds  which  make  it 
possible  for  us  to  maintain  and  upgrade  those  Federal  housing  de- 
velopments. 

Mr.  RoEMER.  Let  me  interrupt  you  there  and  tell  you  that  one  of 
the  debates  last  year  and  the  year  before  was  given  limited  dollars, 
whether  we  should  put  it  into  rehabilitation  of  existing  units  or 
whether  we  should— 

Governor  Dukakis.  I  know  that. 

Mr.  RoEMER.  You  know  that  debate.  If  money  is  limited,  what 
would  your  preference  be?  I  just  heard  you  say  rehabilitate. 

Governor  Dukakis.  It  seems  to  me  that  if  money  is  limited,  you 
begin  by  making  sure  that  the  units  you've  got  are  decent  and  fit 
for  the  people  that  live  in  them.  I  would  hope  we  could  go  beyond 
that,  but  that,  it  seems  to  me,  is  fundamental.  The  second  thing  is 
what  to  do  with  236,  221(dX3)  housing  and  those  two  generations  of 
housing  for  families  of  moderate  income  that  now  are  up  against 
the  expiration  of  mortgages  and,  in  effect,  the  conclusion  of  that 
period  during  which  they  were  being  provided  with  special  help 
from  the  Federal  Government.  I  mean,  I  am  very,  very  concerned 
that  we're  going  to  face  an  increasing  number  of  developments  that 
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provide  some  very  good  housing  in  my  State  and  other  States 
across  this  country  for  families  of  low  and  moderate  income. 

How  do  we  deal  with  that?  Can  we  do  it  in  a  way  that  is  creative, 
that  is  imaginative,  conceivably  provides  opportunities  for  owner- 
ship as  well  as  rental  to  some  of  those  families,  but  make  sure  that 
we  don't  suddenly  find  ourselves  with  thousands  of  families  that 
are  being  displaced  because  they  can't  possibly  afford  alternative 
housing,  and  there  is  no  such  alternative  housing. 

Now  if  we  can  deal  with  those  two  verv  basic  needs,  and  it  seems 
to  me  that  is  an  ongoing  responsibility  for  both  of  us,  then,  to  the 
extent  that  we  can  find  additional  resources,  and  we  must  have  ad- 
ditional resources,  I  would  strongly  urge  greater  fiexibility,  more 
block  granting  to  the  States— I  think  we  are  ready.  I  think  we  are 
ready  for  the  kind  of  flexibility  that  a  housing  block  grant  program 
would  provide  us. 

But  it  does  seem  to  me  that  at  the  very  least,  there  is  some  na- 
tional obligation  to  deal  with  existing  units  which  were  built,  in 
the  first  place,  with  Federal  funds,  and  again,  we  don't  shrink  from 
the  notion  that  we  should  participate  with  you  in  helping  to  pre- 
serve and  enhance  and  strengthen  the  quality  of  that  housing,  but 
it  is  very  tough  when — I  mean,  my  hope  is  that  before  the  next 
month  or  two  is  out,  I  will  be  signing  my  third  mcgor  State  housing 
bill  in  6  years  and  a  substantial  portion  of  the  last  bill,  and  I  sus- 
pect this  one,  even  more  than  last  time,  will  go  solely  to  rehabili- 
tate deteriorated  Federal  public  housing  in  our  State. 

Mr.  RoEMER.  I  appreciate  the  answer.  We  had,  once  again,  over 
the  last  5  or  6  years,  an  ongoing  debate  in  the  committee  over  the 
question  of  block  grants.  There  were  some  on  our  side  of  the  aisle 
that  it  was  a  wolf  in  sheep's  clothing,  that  it  was  an  excuse  to  do 
away  with  the  old  programs.  This  territorial  imperative  becomes 
very  frustrating  around  here.  The  world  changes;  we  don't.  But  I 
hear  vou  saying  that  rather  than  earmark  the  funds  A,  B,  C,  you 
would  prefer  the  block  grant  approach  and  allow  you  to  tailor  its 
needs  for  Massachusetts. 

Governor  Dukakis.  So  long  as  those  two  very  important  areas  of 
existing  housing  are  dealt  with,  and  it  does  seem  to  me  that  there 
is  a  responsibility  on  the  part  of  the  Federal  Government  to  do 
that,  and  where  appropriate,  and  to  the  extent  that  resources  are 
available,  if  you  can  help  us  with  the  kind  of  rental  assistance,  sec- 
tion 8  certificates,  whatever,  that  make  it  possible  for  those  young 
families  to  take  advantage  of  the  kind  of  mixed  income  housing 
that  we  are  building,  that  too  would  be  very  helpful,  but  I  count 
that  as  being  part  of  a  more  flexible  approach  to  existing  housing. 

Let  me  say  this  also.  Times  change  and  States  change.  I  think 
the  States  these  days  are  much  more  capable  of  doing  this  job  than 
we  were  10,  12,  15,  20  years  ago.  I  don't  think  there  is  any  question 
about  it.  I  am  not  sure,  if  I  had  been  here  a  decade  or  a  decade  and 
a  half  ago,  I  would  be  saying  what  I  am  saying  to  you  today,  but 
there's  no  question  these  days  that  governors  and  State  legislatures 
and  States,  generally,  are  more  strongly  committed  to  this  kind  of 
thing.  We  are  willing  to  do  it,  have  the  know-how  to  do  it,  and  we 
are  prepared  to  do  it,  but  I  see  this,  Mr.  Chairman,  as  a  partner- 
ship in  every  sense  of  the  word,  where  we  work  together,  we  col- 
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laborate  today  in  developing  the  legislation  and  proceeding  to  de- 
velop the  housing. 

Mr.  RoEMER.  Fair  enough.  My  final  question  has  to  do  with  your 
SHARP  Program.  In  reading  your  numbers,  and  I  will  read  it  back 
to  you.  It  says  "SHARP  averages  $1500  per  unit  per  year  for  15 
years,  reducing  itself  to  zero  at  the  end  of  15  alone,  for  a  total 
outlay  per  unit  of  $22,500. 

Governor  Dukakis.  Right. 

Mr.  RoEMER.  Why  is  that  so  much  more  cost  effective  than,  for 
example,  your  section  8  comparison?  How  can  you  do  per  unit  for 
$22,500 

Grovernor  Dukakis.  As  compared  with  $300,000? 

Mr.  RoEMER.  Yes.  Is  this  the  new  math  or [Laughter.] 

Governor  Dukakis.  No.  FU  let  Secretary  Anthony  explain  it  to 
vou,  except  to  say  that  we  have  been  able  to  work  with  developers, 
both  profit  and  nonprofit,  who  apparently  are  doing  so  well  on  the 
nonsubsidized  portion  of  their  developments  that  they  are  willing 
to  do  some  internal  subsidizing,  so  long  as  we  can  provide  them 
with  this  important  marginal  help  that  makes  it  possible  for  them 
to  do  it  on  a  mixed  income  basis.  And  they  havei  been  terrific,  and 
we  have  had  a  very,  very  good  relationship  with  them,  and  I  can 
tell  you,  we  have — well,  let  me  have  Amy  tell  you  just  how  many 
folks  are  lined  up  at  the  door  who  are  ready  to  go  with  additional 
housing,  if  there  were  additional  SHARP  subsidy  funds. 

Mr.  RoEMER.  I  would  like  to  hear  it. 

Ms.  Anthony.  The  program  works  to  reduce  the  interest  rate  to 
the  developer  in  an  amount  which  decreases  over  a  15-year  period. 
It  is  a  spur  to  production  and  requires  that  a  portion  of  the  units 
be  set  aside  for  low  income  households. 

Mr.  RoEMER.  What  portion? 

Ms.  Anthony.  Twenty-five  percent,  at  a  minimum,  although  the 
program  has  averaged  around  35  percent.  It  has  enabled  that  mar- 
ginal difference  between  is  possible  to  be  done  and  what  it  takes  to 
build  the  housing.  It  has  written  down  interest  rates  down  to  ap- 
proximately 5  percent  and  is  done  as  a  loan,  so  that  it  can  be 
repaid  in  the  future. 

Mr.  RoEMER.  So  the  State's  only  give  up  is  the  difference  be- 
tween the  cost  of  money  and  5  percent? 

Ms.  Anthony.  Yes,  although  we  also  use  the  State's  Rental  As- 
ustance  Program  as  a  backup  to  assure  that  low  income  house- 
holds will  be  able  to  occupy  the  units. 

Mr.  RoEMER.  Is  there  a  premium  for  the  developer  in  going 
beyond  the  25  percent? 

Ms.  Anthony.  There  is  priority  for  going  beyond  the  25  percent. 
There  is  a  priority  for  having  family  units.  It  should  be  noted  that 
the  program  also  qualifies  developers  for  a  special  comprehensive 
zoning  permit  that  often  allows  for  greater  density  than  otherwise 
would  be  available,  which  is  another  way  in  which  costs  are  saved. 

Mr.  RoEMER.  So  the  developer  would  obtain,  perhaps  a  site  not 
otherwise  available,  perhaps.  The  developer  would  obtain  perhaps 
density  in  use  of  site  not  otherwise  available.  The  developer  would 
obtain  a  reduced  cost  of  funds  for  construction.  In  return,  he  would 
give  the  State  and  its  citizens  a  mixed  construction,  in  terms  of  eco- 
nomic ability  to  pay. 
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Ms.  Anthony.  That's  right. 

Mr.  RoEMER.  Thank  you. 

Governor  Dukakis.  Congressman,  let  me  add  that  I  would  be 
very  concerned  if  we  went  much  beyond  35  percent.  In  fact,  I  would 
prepare  to  settle  in  at  about  25  percent.  I  think  it  is  very,  very  im- 
portant that  this  notion  of  a  mix  of  incomes  and  economic  status, 
and  so  on,  be  maintained.  In  fact,  that  is  something  which  we  first 
began  doing  back  in  my  legislative  days  in  the  mid-1960s,  and  it 
has  worked  very,  very  well. 

Now  in  some  cases,  if  we  can  get  a  developer  or  builder  to  do 
better  and  go  up  to  about  a  third,  obviously,  we  will  work  with  that 
developer,  but  I  think  it  is  very  important  that  we  maintain  bal- 
ance, and  t3rpically,  in  that  7&-unit  former  high  school  I  talked 
about,  there  are  low,  moderate  and  market  rental  units.  It  is  a  ter- 
rific development.  People  are  living  together  in  harmony.  About  20 
of  those  units — 19 — are  available  for  low  income.  Another — what, 
Amy— 25,  maybe— in  the  moderate  range,  a  little  more,  and  then 
the  rest  at  strict  markets  rents.  People  seem  to  be  happy.  It  is  a 
very,  very  fine  example  of  pood  housing,  and  it  works  well. 

Mr.  RoEMER.  Well,  I  am  impressed.  I  appreciate  it. 

Chairman  Gonzalez.  I  wish  to  pursue  that  thought,  and  I  am 
goins  to  ask  unanimous  consent  that  the  gentleman  from  Louisi- 
ana be  granted  an  additional  3  minutes. 

Mr.  RoEMER.  I  yield  to  the  Chairman. 

Chairman  Gonzalez.  The  gentleman  has  raised  a  question  that 
we  have  confronted  perennially.  But  I  think  the  important  thing  to 
keep  in  mind  here.  Buddy,  is  that  given  in  this  report  here  from 
Massachusetts,  you  had  75  units  total.  The  average  subsidy  per 
unit  is  $22,500.  But  of  the  75,  only  19  were  for  low  income  units, 
which  then  averaged  a  subsidy  of  $88,800,  which  is  a  mix  of  your 
section  8  and  the  other. 

Mr.  RoEMER.  It's  still  a  lot  lower  than  300  grand,  though,  Mr. 
Chairman. 

Chairman  Gonzalez.  No,  because  the  section  8  is  over  a  30-year 
period. 

Mr.  RoEMER.  Oh,  I  got  you.  OK. 

Chairman  Gonzalez.  So  that  if  vou  factor  in  all  the  figures  you 
get  the  whole  situation.  It  is  just  that  I  want  to  be  fair  all  the  way 
around.  I  wasn't  one  of  those  that  was  enamored  with  section  8 
programs  to  begin  with,  for  that  reason. 

Mr.  RoEMER.  Fm  not  accusing  you,  Mr.  Chairman.  [Laughter.] 

Chairman  Gonzalez.  All  right.  So  the  section  8  subsidy,  on  a  30- 
vear  basis,  would  be  $195,000,  more  or  less.  So  that  the  real  figure 
here,  total,  would  be  $283,000  subsidy  on  that  long-term  basis.  So 
that  actually,  when  you  factor  in  the  length  of  your  extended  sec- 
tion 8  subsidy,  it  isn^  that  remarkable  a  difference  in  cost  of  subsi- 
dy. 

Mr.  RoEMER.  Are  you  saying,  Mr.  Chairman— if  you'd  srield  back 
to  me — 

Chairman  Gonzalez.  Certainly. 

Mr.  RoEMER.  Are  you  sasring  that  vou  think  the  dollar  figures 
are  comparable  and  the  program  might  be  attractive  because  it  is 
happening? 

Chairman  Gonzalez.  Yes. 
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Mr.  RoEMER.  Because  you  get  a  mix? 

Chairman  Gonzalez.  That  s  right. 

Mr.  RoEMER.  OK. 

Chairman  Gonzalez.  Yes,  sir.  That's  the  great  v£due  if  this. 

Mr.  RoEMER.  OK.  Thanks. 

Chairman  Gonzalez.  Now,  I  don't  know,  you  may  not  agree  with 
my  figures,  so  feel  free 

Governor  Dukakis.  I  think  we  would  come  up  with  costs  that  are 
somewhat  less,  Mr.  Chairman,  and  we  would  be  happy  to  do  that 
analysis  for  you. 

Chairman  Gonzalez.  OK. 

Governor  Dukakis.  But  the  point  that  I  want  to  make  and  that  is 
reinforced,  I  think,  by  this  discussion,  is  that  there  re£dly  is  an 
enormous  willingness  out  there  on  the  part  of  people  in  the  private 
sector,  the  nonprofit  sector,  and  otherwise,  to  be  part  of  this,  to 
contribute  something.  The  same  is  true  of  communities,  of  nonprof- 
it organizations.  I  don't  know  whether  it  took  5  or  6  years  for  the 
Nation  to  understand  just  what  was  going  to  happen,  if  we  with- 
dre^rfrom  this  area  or  what,  but  my  sense  is,  today,  that  there  is  a 
very  strong  willingness  to  be  a  part  of  it,  to  make  a  contribution, 
and  for  us  it  has  been  a  very  successful  effort. 
■   We  will  be  happy  to  submit  some  figures  to  you,  and  I  think 

Chairman  Gonzalez.  I,  for  one,  would  be  very  grateful  if  you  did 
that,  if  you  have  the  time. 

Governor  Dukakis.  We  would  be  happy  to  do  that. 

Mr.  RoEMER.  Governor,  did  you  follow  the  C£dculations  that  the 
chairman  just  outlined? 

Chairman  Gonzalez.  Yes.  We  will  also  provide  that  for  you. 

Mr.  Roemer.  OK. 

Chairman  Gonzalez.  Our  analysis. 

Governor  Dukakis.  We  will  do  an  analysis  for  you  and  get  back 
to  you  with  some  numbers. 

Chairman  Gonzalez.  The  staff— -incidentally,  Mr.  Gerry  McMur- 
ray  is  the  Staff  Director  and  the  Staff  Counsel  is  Ms.  Diane  Dorius, 
and  Ms.  Caldwell  here,  Ms.  Garcia  and  Mr.  Valencia  are  also  all 
staff  members  and  over  on  this  side  here  we  have — I  think  he  is  a 
Massachusettian. 

Voice:  Rhode  Island. 

Chairman  Gonzalez.  Well,  OK.  [Laughter.] 

Governor  Dukakis.  Almost,  Mr.  Chairman. 

Chairman  Gonzalez.  Yes.  Mr.  Ventrone,  Joe  Ventrone. 

Governor  Dukakis.  Mr.  Chairman,  let  me  also  say  to  you  that  we 
have  a  number  of  developers  now  who  are  really  setting  aside  a 
certain  number  of  units  for  affordable  housing  and  doing  so  with  a 
kind  of  internal  subsidy,  as  a  condition  for  getting  permission  to 
build.  And  Congressman,  they  are  doing  that,  but  they  are  getting 
lots  of  encouragement  from  us,  occasionally,  some  help,  and  that, 
too,  is  making  it  possible  for  us  to  begin  to  move  on  this.  So  the 
kind  of  help  we  are  getting  comes  from  a  variety  of  sources. 

I  think,  Congressman  Garcia,  that  in  New  York,  a  rather  large 
number  of  private  developers  said,  we'll  built  this  at  cost;  right? 
The  city's  been  having  some  difficulty  getting  moving  on  it,  but  I 
think  it's  another  example  of  this  thing. 

Chairman  Gonzalez.  You  are  absolutely  right. 
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We  went  to  Mr.  Garcia's  district,  where  you  had  on  one  side  of 
one  street  a  burned  out  section  then  on  the  other  side  what  had 
been  formerly  the  same  was  suddenly  beautiful  single  family  dwell- 
ing units  that  little,  average,  hardworking  families  were  buying  at 
a  most  reasonable  rate. 

Governor  Dukakis.  Yes,  sir. 

Chairman  Gonzalez.  There  you  had  a  priest.  Father  Jagunti, 
taking  the  leadership  to  rehabilitate.  He  used  some  volunteer 
skilled  work.  He  used  some  contractors  and  builders  that  came  in 
and  helped.  Then  he  used  young  unemployed  labor  there,  which  I 
thought  was  the  most  beautiful  thing  of  all. 

What  you  have  done  in  Massachusetts  is  perhaps  a  little  bit 
more  refined  and  skillful,  but  we  have  seen  it  before.  We  have  gone 
to  California  and  have  seen  how  the  rural  Section  523  Technical 
Assistance  Program  enabled  voung  families  to  build  their  own 
home,  with  their  own  labor  through  grants  which  we  have  been 
fighting  to  safeguard. 

We  have  seen  what  the  American  people  can  do,  and  they  are 
there. 

And  you  are  right,  what  they  really  have  been  clamoring  for  is 
leadership,  and  this  is  where  I  hope  you  will  come  in  and  transcend 
the  purely  local. 

In  any  event,  we  next  recognize  Mr.  Swindall. 

Mr.  Swindall.  No  questions. 

Chairman  Gonzalez.  Thank  you,  sir. 

Mr.  Kennedy. 

Mr.  Kennedy.  Thank  you,  Mr.  Chairman. 

First  of  all,  I  thought  half  of  this  might  have  been  a  TV  ad  for 
the  Governor's  next  campaim  maybe.  [Laughter.] 

Chairman  Gonzalez.  Well 

Mr.  Kennedy.  If  it  isn't,  it  should  be. 

Chairman  Gonzalez.  Oh,  you  mean  he  is  running  for  reelection? 

Mr.  Kennedy.  Whatever  he  runs  for. 

Chairman  Gonzalez.  I  thought  he  had  been  elected. 

Mr.  Kennedy.  Governor,  many  of  the  programs  that  you  have 
talked  about  are  extremely  innovative  and  creative  in  terms  of 
taking  existing  resources  and  packaging  them  together  in  such  a 
fashion  as  to  get  the  lowest  cost  units  down  to  the  folks  in  the 
greatest  need,  and  on  the  one  hand  that  is  something  that  we  could 
spend  a  lot  of  time  talking  about. 

Your  approach,  I  think,  sounds  as  though  what  you  would  like  to 
do  is  see  those  funds,  whatever  funds  the  Federal  Government  can 
venerate  get  out  to  the  States  to  allow  them  to  be  adapted  to  the 
local  need. 

My  real  question  is  if  you  could  comment  a  little  bit,  after  taking 
a  State  that  has  had  its  own  $500  million— the  chairman  comes 
from  a  State  which  now  has  a  billion  and  a  half  dollar  a  year  defi- 
cit. We  are  talking  about  a  Federal  Government  that  has  a— 

Chairman  Gonzalez.  Yes.  Well,  it  depends  on  who  is  counting. 

Mr.  Kennedy.  Well,  it  is  sort  of  like  the  Federal  Government, 
right? 

Chairman  Gonzalez.  Well,  but,  see,  Texas  beinc^  Texas,  when  I 
was  in  the  State  Senate,  I  tried  to  argue  that  the  day  of  reckoning 
would  sooner  or  later  come  because  we  have  always  boasted  about 
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going  on  a  cash  on  the  barrel  head,  and  now  they  don't  know  what 
to  do  because  they  want  to  avoid  a  personal  income  tax. 

But  it  depends  on  who  you  are  listening  to,  whether  it  is  $1V& 
billion  or  $2y2  billion. 

Mr.  Kennedy.  In  any  event,  they  are  big  dollars  as  far  as  the  or- 
dinary American  is  concerned. 

And  I  think  what  you  have  up  on  the  w£dl  over  here  is  some 
notion  of  the  differentials,  the  differing  priorities  in  terms  of  the 
Federal  dollar,  where  it  is  spent,  and  I  just  don't  know  whether 
you  might  comment  a  little  bit  about  how  you  take  a  division  of  a 
nation,  show  how  economic  growth  can  really  prosper,  and  m^be 
talk  a  little  bit  about  how  our  dollars  are  being  utilized  at  the  Fed- 
eral level  today  versus  maybe  some  of  the  priorities  that  you  might 
view  as  being  able  to  allow  us  to  have  a  really  good  future  for  our 
children,  in  particular,  to  look  forward  to. 

Governor  Dukakis.  Well,  thanks,  Joe.  Let  me  try  to  comment 
very  briefly. 

Obviously,  the  best  way  to  get  the  resources  you  need  to  do  the 
things  that  you  want  to  do  and  must  do  is  to  have  a  strong  and 
healthy  and  vibrant  and  growing  economy.  If  our  unemployment 
rate  today  was  5  percent,  the  deficit  would  be  reduced  by  $50  bil- 
lion just  by  virtue  of  that  fact,  and  that  gives  you  some  sense  of 
just  what  economic  growth  does. 

As  you  know,  our  State  has  an  unemployment  rate  of  3.5  per- 
cent. We  have  had  a  very  healthy  fiscal  situation.  It  has  given  us 
the  resources  to  do  some  of  these  things. 

I  don't  know  how  a  Louisiana  or  a  Texas  or  an  Iowa  or  States 
that  are  hurting  the  way  those  States  are  could  possibly  be  expect- 
ed to  provide  for  the  housing  needs  of  families  of  low  income  when 
they  are  struggling  just  to  meet  existing  levels  of  support  for  things 
that  they  consider  important,  and  one  way  or  the  other  it  seems  to 
me  that  as  a  nation  we  have  got  to  be  prepared  to  step  in,  especial- 
ly in  the  case  of  those  States  and  regions  of  the  country  that  are 
hurting,  to  help  them  rebuild  their  economies,  to  help  them  diver- 
sify their  economic  base. 

In  most  of  these  States  it  is  a  single  resource,  a  single  crop,  a 
single  industry  that  they  have  depended  on  for  many  years,  and 
those  industries  are  now  in  trouble  and  they  are  in  trouble  finan- 
cially. 

But  if  we  don't  appreciate  as  a  nation  that  we  are  interdepend- 
ent and  that  our  continued  success  in  New  England  depends  on  the 
health  of  a  Louisiana,  a  Texas,  an  Iowa,  whatever,  then  we  don't 
understand  what  has  made  this  country  what  it  is  and  what  is 
going  to  make  it  great  in  the  future. 

Now,  how  we  divide  that  Federal  dollar  and  whether  or  not  we 
add  more  resources  and  what  we  do  with  them  is  a  question  that 
the  Congress  has  been  wrestling  with  for  a  long  time. 

My  own  feeling  is  that  the  national  defense  and  the  security  of 
this  country  depends  at  least  as  much  on  decent  housing  and  good 
jobs  for  people  and  a  strong  economic  future  as  it  does  on  military 
hardware.  I  am  not  sug:gesting  that  we  don't  need  military  hard- 
ware, but  we  have  to  strike  a  balance. 

In  these  days  I  have  to  tell  you  I  don't  think  we  are  striking  that 
balance,  not  when  we  have  got  hundreds  of  thousands  of  homeless 
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citizens  and  families  out  there  living  in  the  streets  of  our  cities  and 
towns,  and  we  have  got  to  do  something  about  it,  and  my  hope  is 
that  working  with  you  and  a  new  Congress  that  understands  and 
appreciates  just  how  important  these  domestic  priorities  are  we 
can  do  that  while  working  with  those  States  and  regions  that  are 
hurting  economically  to  help  them  turn  themselves  around  and 
once  again  be  part  of  a  very  strong  economic  future. 

I  believe  we  can  do  these  things,  and  I  can  tell  you  this,  that, 
Joe,  we  would  have  never  dug  ourselves  out  of  the  pit  that  we  were 
in  in  the  middle  1970s  in  Massachusetts  without  some  substanti£d 
Federal  resources  that  you  were  providing,  especially  to  our  older 
urbcm  community. 

Lowell  never  would  have  happened  if  it  had  not  been  for  the 
kinds  of  resources  that  were  available  at  that  time,  and  I  could  say 
that  for  every  older  urban  community  in  our  State. 

Today  we  don't  have  any  depressed  urban  communities,  but  that 
is  because  there  were  substantial  resources  at  a  time  that  we 
needed  them,  many  of  which  were  Federal,  and  we  made  good  use 
of  them. 

Well,  now  it  is  rural  and  small  town  America  that  are  hurting, 
and  it  seems  to  me  that  in  those  cases  we  have  got  to  do  the  same 
thing. 

Mr.  Kennedy.  I  think.  Governor,  you  have  done  a  tremendous 
job  in  bringing  Massachusetts  along.  If  the  Nation  can  look  for- 
ward to  any  of  those  programs  being  developed  on  a  national  level, 
it  seems  to  me  that  we  have  a  lot  to  look  forward  to,  particularly  if 
we  can  get  the  kinds  of  creative — and  I  would  just  like  people  like 
Buddy  and  the  chairman  to  know  that  really  we  have  just  talked 
about  the  tip  of  the  iceberg  in  terms  of  all  of  the  various  programs 
that  Massachusetts  has  generated  over  the  course  of  the  last  few 
years. 

I  remember  in  the  campaign  that  I  just  got  through,  Mr.  Chair- 
man, somebody  would  ask  you  what  your  housing  position  was  and 
it  would  take  you  10  minutes  to  answer  the  question  just  to  list  all 
of  the  programs  that  the  State  has  initiated  over  the  course  of  the 
last  couple  of  years,  or,  you  know,  more  than  that  actually. 

So  that  I  think  it  is  important  to  spend  the  time  talking  about 
how  to  leverage  dollars,  how  to  get  the  Federal  Government  active- 
ly involved  in  solving  and  building  more  housing  units. 

As  Amy  suggested,  we  also  ought  to  be  dealing  with  the  fact  that 
I  believe  7500  units  this  year  are  being  slated  to  be  lost  in  our 
State  alone  in  terms  of  the  expiring  use  on  236  and  other  issues 
that  we  will  be  taking  up  in  this  committee  in  the  future  and 
would  look  forward  to  any  innovative  ideas  that  you  might  have  in 
terms  of  trsring  to  negotiate  with  those  landlords  to  get  them  to 
continue  to  keep  the  units  that  they  have  got  in  the  hands  of  the 
low  income. 

Governor,  I  thank  you  very  much  for  your  time.  I  know  you  have 
got  lots  to  do,  but  you  have  been  terrific  to  come  here  and  provide 
us  with  your  ideas. 

Governor  Dukakis.  Thank  you.  I  look  forward  to  working  with 
you,  Joe. 

Mr.  Kennedy.  Thank  you. 

Chairman  Gonzalez.  Yes.  Mr.  Roemer. 
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Mr.  RoEMER.  Governor,  you  talked  about  the  Feder£d  Govern- 
ment being  an  important  catalyst  or  source  of  funds  as  you  turned 
it  around  as  a  State. 

What  percentage  of  your  budget  comes  from  the  Federal  Govern- 
ment as  a  State?  Do  you  know? 

Governor  Dukakis.  Congressman,  I  ought  to  be  able  to  tell  you 
that,  and  I  can't  off  the  top  of  my  head,  but  I  will  get  you  those 
figures. 

Mr.  RoEMER.  OK. 

Governor  Dukakis.  Most  of  our  Federal  assistance  today,  though, 
as  you  know,  is  Federal  matching  for  welfare  and  Medicaid  and 
those  kinds  of  things.  I  mean,  I  would  guess  that  that  would  be  the 
highest  percentage. 

What  was  available  to  us  in  1974  and  1975,  when  we  had  the 
second  highest  unemployment  rate  in  the  Nation  and  we  were  in 
very,  very  desperate  shape,  however,  were  some  focused,  targeted 
funds  that  we  could  use,  especially  in  our  older  urban  communities, 
which  were  the  places  that  were  severely  depressed,  to  begin  build- 
ing those  public/ private  partnerships,  turning  things  around,  and 
getting  those  communities  on  the  move  again. 

And  I  cannot  emphasize  to  you  too  much  how  critical  it  was  to 
have  those  funds.  Now,  we  have  our  own  State  UDAG  Program. 
We  call  it  the  CDAG  Program.  We  are  in  a  position  to  help  in  ways 
that  we  couldn't  have  in  the  mid-1970s,  but  those  resources  at  that 
time  that  were  available  for  distressed  communities  and  distressed 
States  were  just  critical  to  us,  in  my  judgment,  and  one  of  the  obli- 
gations of  national  citizenship  is  to  respond  to  those  kinds  of  needs 
everywhere,  but  these  days  to  work  closely  with  the  States  because 
I  think  we  have  a  greater  capacity  to  do  things  than  we  did  10  or 
15  years  ago,  and  that  is  true  whether  you  are  talking  about  hous* 
ing,  economic  development  generally,  or  any  of  the  things  that  go 
into  turning  around  a  distressed  economy. 

Mr.  RoEMER.  Good.  Thanks,  Governor. 

Chairman  Gonzalez.  Well,  thank  you  again.  I  know  that  you  are 
anxious  to  leave,  but  I  think  the  record  ought  to  have  a  little  dis- 
cussion as  to  how  you  account  for  the  fact  that  Massachusetts, 
which  was  sunk  in  a  depression  not  too  long  ago — I  remember 
Lowell,  for  instance,  which  was  the  original  Industrial  Revolution 
site  in  our  country 

Governor  Dukakis.  That  is  right,  Mr.  Chairman. 

Chairman  Gonzalez. Very  deep  in  depression. 

Now,  how  do  you  account  for  the  upswing  and  the  fact  that  you 
yourself  said  if  you  didn't  have  the  margin  of  employment  that  you 
have,  you  couldn't  have  the  income  obviously,  but  how  do  you  ac- 
count for  that  since  you  had  a  high  rate  of  unemployment  and  now 
you  don't?  What  do  you  attribute  that  to? 

Governor  Dukakis.  Inspired  political  leadership,  Mr.  Chairman. 
[Laughter.] 

There  is  no  other  answer. 

Mr.  RoEMER.  That  is  why  I  didn't  ask  him  the  question,  Mr. 
Chairman.  I  knew  what  the  answer  was. 

Chairman  Gonzalez.  Enough  said. 

Governor  Dukakis.  I  think  that  was  a  part  of  it,  but  I  also  have 
to  say  to  you — and  I  am  simply  repeating  what  I  said  a  minute  ago 
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in  response  to  Congressman  Roemer— that  the  resources  that  were 
proviaed  to  us  by  the  Congress  of  the  United  States  and  adminis- 
trations of  both  parties— because  the  Ford  administration  and  the 
Carter  administration  both  were  working  with  you  to  make  that 
commitment,  in  that  case  to  older  urban  communities  at  the  time 
because  that  is  where  the  distress  really  was  so  severe  in  Massa- 
chusetts—those resources  £dong  with  our  own  efforts  and  the  par- 
ticipation of  the  business  and  labor  and  educational  and  other  com- 
munities were  fundamental,  and  that  is  why,  Mr.  Chairman,  it 
seems  to  me,  that  both  housing  and  economic  development  block 
grants  to  States  that  are  in  deep  trouble  today  are  part  and  parcel 
of  what  we  ought  to  be  doing. 

I  can  tell  you  that  they  will  return  revenue  to  the  Federal  Treas- 
ury manyfold  in  the  form  of  a  strong  and  vibrant  and  growing 
economy,  and  we  certainly — our  exhibit  1  proves  that. 

Today  our  unemployment  rate,  as  you  know,  is  3.5  percent,  and 
we  have  a  very  strong  fiscal  base,  and  the  Lowells  of  this  world  are 
great  urban  success  stories,  but  it  would  have  not  happened  with- 
out your  support  and  without  resources  that  you  proviaed  us. 

Chairman  Gonzalez.  Well,  thank  you  very  much.  Governor.  We 
are  in  your  debt,  and  we  are  deeply  grateful  to  you  and  your  Secre- 
tary, Ms.  Anthony. 

Governor  Dukakis.  Thank  you  for  having  us,  Mr.  Chairman. 

We  will  get  you  that  information  and  those  analyses,  and  we 
look  forward  to  working  with  you. 

Chairman  Gonzalez.  All  right,  sir.  Thank  you  very  much. 

Governor  Dukakis.  Thank  you. 

Chairman  Gonzalez.  Thank  you  very  much,  Joe. 

Mr.  Kennedy.  That  was  excellent. 

Chairman  Gonzalez.  Very  good. 

Our  next  panel  consists  of  the  Honorable  David  C.  Schwartz  of 
the  New  Jersey  Legislature;  Mr.  F.  Lynn  Luallen,  Executive  Direc- 
tor of  the  Kentucky  Housing  Corporation  and  President  of  the 
Council  of  State  Housing  Agencies;  and  Mr.  William  B.  Eimicke, 
Commissioner  of  Housing  and  Community  Renewal  for  the  State  of 
New  York. 

And  I  had  been  asked  and  I  am  going  to  recognize  Mr.  Saxton  to 
introduce  his  constituent,  the  Honorable  David  C.  Schwartz. 

Mr.  Saxton.  Actually,  Mr.  Chairman,  it  is  indeed  an  honor,  and 
I  thank  you  very  much  for  giving  me  the  opportunity  to  introduce 
Mr.  Schwartz.  But  knowing  Dave  as  I  do,  as  good  friends,  I  am  glad 
he  is  not  my  constituent  because  that  would  make  him  a  potential 
opponent,  and  I  wouldn't  want  that.  [Laughter.] 

Chairman  Gonzalez.  Oh,  I  don't  know  about  that,  but  thank  you 
very  much. 

Mr.  Saxton.  Mr.  Chairman,  Dave  and  I  have  been  colleagues  in 
the  New  Jersey  Assembly  from  1977,  when  he  was  first  elected, 
until  1984,  when  I  left,  and  I  know  Dave  not  only  as  a  legislator 
but  as  an  individual,  and  it  makes  me  very  proud  to  be  able  to 
have  this  opportunity  today,  knowing  of  his  record  in  the  New 
Jersey  State  Legislature. 

It  is  most  appropriate  that  he  is  here  today  because  he  was  the 
chairman  of  our  State  Assembly  Housing  Committee  from  1981 
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until  1985,  and  with  a  background  as  a  professor  at  our  State  uni- 
versity, he  served  very,  very  ably  in  that  position. 

He  is  the  author  of  New  Jersey's  major  housing  legislation, 
which  took  place  during  those  years  and  since  those  years  under  a 
Republican  Speaker  in  that  Legislature. 

He  has  had  a  wide  range  of  involvement  in  housing  issues,  issues 
such  as  financial  assistance  for  new  construction  as  well  as  reha- 
bilitation of  existing  substandard  units,  rental  assistance  for  low 
and  moderate  income  families,  down  payment  assistance,  and  inter- 
est buydown  programs,  as  well  as  programs  for  the  elderly  and 
handicapped  citizens  and  financial  assistance  to  local  government 
and  nonprofit  housing  sponsors. 

So,  Mr.  Chairman,  I  think  it  is  most  appropriate  that  Dave  is 
here  today.  We  have  much  to  learn,  I  know,  from  what  States  have 
done. 

Dave,  we  are  interested  not  only  in  your  reaction  to  proposals 
which  are  here  before  this  committee,  but  we  are  equally  interest- 
ed in  what  you  can  share  with  us  in  drawing  on  your  experience  as 
a  very,  very  successful  State  legislator  and  one  who  has  been  in- 
volved in  issues  in  my  home  State. 

Thank  you,  Mr.  Chairman. 

Chairman  Gonzalez.  Thank  you  very  much. 

We  recognize  Mr.  Garcia. 

Mr.  Garcia.  Thank  you,  Mr.  Chairman. 

I  would  just  like  to  take  this  opportunity  as  well  to  introduce  Mr. 
Bill  Eimicke,  who  is  the  State  of  New  York's  Housing  Director. 

I  welcome  him  for  being  here,  but  I  would  just  like  everybody  to 
know  that  New  York  has  truly  been  a  pioneer  of  innovative  low 
income  housing  and  affordable  housing  programs  for  low  income 
families. 

In  1985,  the  State  Legislature,  Mr.  Chairman,  enacted  legislation 
creating  the  Affordable  Housing  Corporation  with  an  initial  appro- 
priation of  $25  million.  The  program  makes  grants  available  to  mu- 
nicipalities and  not-for-profit  groups  who  in  turn  use  the  grants  for 
loans,  payments  and  grants  to  eligible  individuals,  and  since  the 
corporation's  creation  over  $47  million  have  been  committed  by  the 
Stete  alone  with  other  public  and  private  funds  to  finance  con- 
struction, rehabilitation,  and  improvement  of  approximately  8000 
units  statewide,  and  as  of  last  October  91  new  projects  were 
funded. 

The  program  was  specifically  created  to  make  home  ownership  a 
reality  for  low  income  families  that  could  not  otherwise  afford  to 
purchase  a  home.  As  you  said  before,  Mr.  Chairman,  the  Nehemiah 
Program  has  been  a  success  in  New  York,  but  it  is  really  close  to 
impossible,  as  you  know,  for  any  Stete  alone  to  provide  all  the 
housing  that  is  needed.  They  truly  need  the  assistance  of  us  here  in 
Washington. 

The  number  of  homeless  families  is  growing,  and  one  of  the  fast- 
est growing  groups  of  homeless  are  female-headed  households,  and 
if  we  don't  do  something  here  in  the  Congress  to  act  we  will  contin- 
ue to  put  men,  women,  and  children  on  the  streets. 

But  I  would  just  like  to  say  on  a  personal  note  to  Mr.  Eimicke 
and  the  two  other  members  who  are  here  that  I  felt  like  this  was  a 
Presidential  campaign,  and  you  fellows  came  in  to  sit  down  and  ev- 
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erybody  left,  and  I  said  to  myself,  my  God,  maybe  Dukakis  is  really 
running  for  President  because  he  certainly  has  a  large  entourage. 

But  we  truly  appreciate  all  of  you  being  here,  as  far  as  I  am  con- 
cerned, because  I  can  speak  from  our  experience  in  New  York.  We 
have  done  some  with  what  we  had.  There  is  a  lot  more  that  has  to 
be  done. 

But  Mr.  Eimicke,  Mr.  Chairman,  has  always  been  one  who  has 
been  very  cooperative.  You  pick  up  the  phone,  you  call  him,  and 
you  get  a  response,  and  I  am  delighted  that  he  is  here. 

But  I  would  like  to  say  to  Mr.  Eimicke— and  that  is  why  I  have 
sort  of  jumped  out  of  place — is  that  my  subcommittee  is  meeting 
with  Senator  Sarbanes  of  the  other  side  in  about  10  minutes  to  dis- 
cuss some  legislation  that  we  have.  I  am  Chairman  of  one  of  the 
committees  of  the  Banking  Committee  now,  and  so  I  am  going  to 
try  and  get  back  here  for  your  testimony. 

But  I  want  you  to  know  that  on  behalf  of  all  of  us  in  New  York 
State  we  are  deeply  appreciative  for  all  you  have  done  for  us. 

Thank  you,  Mr.  Chairman. 

Chairman  Gonzalez.  Thank  you  very  much.  Bob. 

Gentlemen,  if  any  one  of  you  has  a  time  problem,  you  know,  such 
as  airplane  schedule  or  something,  let  us  know  and  we  will  try  to 
recognize  you  first.  Otherwise,  I  will  just  follow  the  schedule  as  it 
was  given  to  me  and  recognize  the  Honorable  David  C.  Schwartz  of 
New  Jersey  and  will  say  that  you  may  proceed  as  you  see  best. 

You  may  wish  to  introduce  for  the  record  your  prepared  state- 
ment and  then  summarize,  or  you  may  wish  to  read  your  state- 
ment. 

But  we  recognize  you  at  this  point,  and  thank  you  for  accepting 
our  invitation  to  testify. 

STATEMENT  OF  HON.  DAVID  C.  SCHWARTZ,  NEW  JERSEY 
LEGISLATURE  ASSEMBLYMAN 

Mr.  Schwartz.  Thank  you  very  much,  Mr.  Chairman. 

I  am  deeply  honored  by  your  invitation  to  speak  to  you  and  with 
you  and  with  all  of  the  Members  of  this  distinguished  subcommit- 
tee on  the  subject  of  housing  policy  and  of  pending  housing  legisla- 
tion. 

I  want  to  thank  Jim  Saxton  for  his  kind  introduction  and  ac- 
knowledge the  fact  that  at  various  points  during  this  day  the  aide 
to  my  own  Congressman,  the  Honorable  Bernard  Dwyer,  Democrat 
of  New  Jersey,  has  also  been  with  us. 

I  come  here,  Mr.  Chairman,  this  day  to  describe  the  States'  re- 
sponse to  the  housing  crises  of  our  time,  a  response  wherein  the 
States  have  adopted  or  enacted  more  than  120  separate  new  mcgor 
housing  programs  since  1980.  My  testimony  will  summarize  some 
of  the  mcgor  policy  thrusts  embodied  in  these  programs. 

But  I  come  here  also  to  ask  that  you  adopt  a  new  Federal  hous- 
ing policy,  a  sweeping  new  policy,  a  bold  but  prudent  new  joint 
Federal/State  policy,  a  policy  that  will  be  supportive  of  what  the 
States  have  been  doing  and  need  to  do,  a  policy  that  will  be  based 
in  part  upon  some  of  the  successful  models  that  we  at  the  State 
level  have  come  up  with,  a  policy  which  will  help  the  States  to  join 
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together  with  the  Feder£d  Government  in  a  full  and  robust  partner- 
ship to  improve  housing. 

Together,  the  Federal  and  State  governments  must  work  togeth- 
er to  make  sure  that  the  American  dream  of  owning  a  house  does 
not  become  an  impossible  dream. 

I  suggest  to  you,  Mr.  Chairman  and  Members  of  the  conmiittee, 
that  we  need  a  new  housing  policy  at  this  time  because  our  present 
policies  are  clearly  insufficient. 

Home  ownership  is  declining  in  America,  and  has  been  declining 
since  1980.  The  quality  and  affordability  of  rental  housing  in  Amer- 
ica is  also  declining  in  our  time. 

But  homelessness,  the  national  shame  that  Americans  are  living 
and  dying  in  the  cold  streets  and  alleys  and  culverts  of  this  Nation, 
that  is  not  declining.  It  is  burgeoning. 

Our  Nation  is  receding  and  our  Federal  Government  retreating 
from  the  great  goal  of  decent,  affordable  housing  for  our  people. 

Permit  me  to  review  with  you  just  a  little  of  the  data  on  the  de- 
cline in  home  ownership  and  on  affordability  of  rental  housing  and 
a  little  bit  on  the  burgeoning  and  poignant  and  tragic  increases  in 
homelessness  in  order  to  set  the  stage  not  merely  for  a  description 
of  the  urgency  of  our  crisis  but  to  suggest  some  of  the  directions 
that  our  new  policy  must  take. 

First,  American  home  ownership  levels  have  been  falling  every 
year  since  1980.  Before  then,  as  you  know,  Mr.  Chairman,  home 
ownership  had  risen  steadily  for  35  years. 

For  young  families  in  America  today,  home  ownership  levels  are 
now  well  below  that  of  the  1970s. 

Indeed,  today  the  average  family  can  no  longer  afford  to  buy  the 
average  American  home.  A  family  earning  our  Nation's  median 
income  of  about  $28,000  falls  short  of  the  income  needed  to  carry 
the  mortgage  on  today's  median  house. 

In  1959,  that  wasn  t  the  case.  In  1973,  that  wasn't  the  case.  By 
1983,  we  saw  the  average  30-year-old  who  had  been  paying  16  per- 
cent of  his  income  for  a  house  in  1959  or  21  percent  of  his  income 
later  in  the  1970s,  by  1983  that  average  30-year-old  young  family 
man  was  paying  40  percent  of  his  income  in  mortgage  payments. 
Today  in  19o7,  that  30-year-old  is  paying  44  percent  of  his  income 
for  housing. 

While  the  costs  of  home  ownership  are  perhaps  most  consequen- 
tial in  blocking  achievement  of  the  American  dream  for  young  fam- 
ilies and  first-time  home  buyers,  the  total  cost  of  home  ownership 
today  has  other  negative  consequences. 

The  foreclosure  rate  has  nearly  doubled  since  1980.  What  I  am 
saying,  Mr.  Chairman,  is  that  millions  of  Americans  can't  buy  a 
home  and  too  many  Americans  can't  keep  the  house  they  have  got. 
We  have  got  to  do  better.  We  need  your  help  to  do  better. 

Turning  to  rental  housing,  I  think  you  know  from  listening  to 
Governor  Dukakis  and  from  your  own  excellent  staff  reports  that 
the  rate  of  increase  in  substandard  housing  has  increased  dramati- 
cally while  the  affordability  of  rental  housing  has  decreased  pre- 
cipitously, and  what  we  have  is  a  situation  in  which  more  and 
more  Americans,  almost  4  million  Americans,  are  living  in  sub- 
standard apartments,  and  the  pace  of  inflation  is  far  outstripped  by 
the  unaffordability  of  rental  housing. 
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What  we  see  then  is  that  we  are  going  the  wrong  wav.  We  have 
a  situation  clearly  where  we  want  to  have  more  people  living  in 
standard  housing.  We  are  having  less.  We  want  affordability  to  go 
up»  but  it  is  going  down.  It  is  pretty  obvious  that  we  are  going  the 
wrong  wav. 

But  millions  of  Americans  have  no  housing  at  all.  Millions  of 
Americans  have  no  housing  at  all,  at  least  no  permanent  private 
shelter.  These  are  the  homeless  Americans. 

No  longer  the  stereotype  drifter,  the  bowery  bum,  the  mental  pa- 
tient, today's  homeless  are  mostly  families  with  children,  function- 
ing adults.  They  are  a  representative  cross-section  of  our  poverty 
population,  their  homelessness  caused  preponderantly  by  their  pov- 
erty and  by  an  absence  of  affordable  housing. 

What  have  the  States  done? 

You  called  this  meeting,  Mr.  Chairman,  I  know,  to  learn  what 
the  States  have  done.  Let  me  say  that  the  States,  in  my  judgment, 
have  responded  to  the  limits  of  their  ability,  and  with  limited  tax 
bases  we  have  responded,  I  think,  aggressively,  assertively,  imagi- 
natively. 

More  than  half  of  the  States  in  the  last  6  years  have  enacted  or 
adopted  one  or  more  new  mcgor  housing  programs.  My  analysis  of 
a  recent  compendium  of  State  housing  initiatives,  which  was  pub- 
lished by  the  Council  of  State  Governments,  suggested  that  the 
States  had  adopted  over  120  major  new  housing  programs  in  the 
last  6  years,  and  that  figure  is  obviously  wrong.  It  is  much  too  con- 
servative because  a  number  of  States  did  not  participate  in  that 
study. 

I  want  to  say  to  you,  Mr.  Chairman,  that  the  States  have  adopted 
programs  to  meet  at  least  10  different  housing  needs.  These  include 
providing  financial  assistance  for  new  construction  of  housing,  pro- 
viding financial  assistance  for  the  substantial  rehabilitation  of  sub- 
standard existing  units,  granting  rental  assistance  for  low  and 
moderate  income  families,  expanding  home  ownership  via  down 
payments  or  interest  rate  buydowns,  meeting  the  special  needs  of 
elderly  and  handicapped  citizens  in  a  variety  of  ways,  providing  fi- 
nancial assistance  to  local  governments  and  nonprofit  housing 
sponsors,  the  land  acquisition  and  development,  sheltering  the 
homeless,  and  later  I  will  speak,  I  hope  to  your  interest,  on  pre- 
venting homelessness,  a  matter  which  in  New  Jersey  we  have  done 
a  great  deal  of. 

Fifteen  States  have  adopted  housing  trust  funds  since  1980,  dedi- 
cating a  permanent,  stable,  annually  renewable  revenue  source  to 
meet  housing  needs. 

Ten  States  have  adopted  new  programs  to  give  planning  assist- 
ance to  local  governments  and  nonprofits. 

A  number  of  States  have  experimented  with  regulatory  relief  in 
an  effort  to  make  housing  more  affordable. 

The  States  have  also  sought  new  partners  and  many  different 
revenue  sources  in  their  quest  to  cope  with  housing  crises.  The 
States  have  learned  to  deal  with  county  and  local  governments 
more  effectively,  and  we  have  gotten  somewhat  more  sophisticated 
in  working  with  corporations,  foundations,  builders,  and  nonprofit 
housing  sponsors. 
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I  think  you  will  be  impressed,  Mr.  Chairman,  and  Members  of 
the  committee,  with  the  wide-ranging  and  diverse  efforts  we  have 
made  to  use  different  revenue  sources,  our  own  money,  our  own 
tax  revenues. 

As  I  look  at  it,  we  have  used  general  fund  revenues,  general  obli- 
gation bonds,  taxes  on  real  estate  title  transfers.  We  have  used  off- 
shore oil  revenues.  We  have  used  casino  taxes.  We  have  used  race- 
track revenues.  Of  course,  we  have  used  the  traditional  MRB  and 
IRB  bond  capacity  that  we  have  had  that  has  now  been  limited. 

I  can  honestly  tell  you,  Mr.  Chairman,  as  I  look  at  the  array  of 
taxes  and  the  array  of  fees  that  the  States  have  imposed  upon 
themselves  and  their  people  in  an  effort  to  meet  housing  needs,  it 
is  almost  as  if  I  could  tell  you  wherever  they  could  find  a  buck  they 
found  it. 

We  need  your  help  because  we  have  been  already  good  partners 
in  seeking  to  diversify  our  revenue  sources.  We  have  gone  far,  far 
beyond  the  traditional  MRB  and  IRB  tax-exempt  vehicles. 

Mr.  Chairman,  this  year  or  next  States  will  issue  taxable  bonds 
and  new  housing  securities  previously  unheard  of  in  the  securities 
market. 

Not  counting  mortgage  revenue  bonds  or  other  tax-free  bonds, 
the  States  will  have  spent  more  than  $3  billion  of  their  own  money, 
and  that  is  a  very  conservative  estimate,  of  their  own  tax  and  bond 
revenues  to  meet  housing  needs  in  the  1980s. 

What  does  this  mean?  What  does  all  of  this  mean? 

Surely  not  that  the  States  can  go  it  alone.  With  all  of  the  effort, 
all  of  the  imagination,  all  of  the  experimentation  and  several  bil- 
lions of  dollars  in  State  and  local  activities,  Mr.  Chairman,  we  are 
falling  behind.  We  are  falling  ever  further  behind  in  meeting  the 
housing  needs  of  our  people. 

We  need  increased  Federal  involvement,  but  now  after  6  years  of 
State  level  innovation  and  experience,  the  States  are,  I  think, 
ready  to  use  Federal  involvement  in  new  and  better  ways. 

The  States,  I  may  tell  you  also,  will  probably  want  to  help  to 
shape  rather  than  just  to  implement  Federal  policy.  I  know — and 
Governor  Dukakis  was  completely  accurate  in  saying — that  our 
Federal  housing  policy  was  in  the  driver's  seat  and  the  State  hous- 
ing policies  were  derivative.  They  were  largely  derivative  from  Fed- 
eral policy  until  1980.  They  are  not  derivative  any  longer.  They 
won't  be  derivative  in  the  future. 

That  is  why  I  say  to  you  that  I  am  hoping  that  the  Federal  hous- 
ing policy  you  will  adopt,  not  only  in  H.R.  4,  which  I  support,  but 
in  additional  housing  legislation  to  come,  will  in  fact  be  based  in 
large  measure  on  what  the  States  have  done. 

I  am  suggesting  to  you,  at  least  in  my  judgment,  Mr.  Chairman, 
that  the  States  seem  ready  now  to  be  the  full  equal  partners  that 
the  Federal  Government  ought  to  want.  I  am  sajdng  that  with  €dl 
of  the  last  6  years  experience  behind  us,  in  my  judgment  the  States 
are  ready  for  a  robust  federalism  on  housing  issues. 

The  statistics  which  I  cited  to  you  about  what  the  States  have 
done,  however,  my  colleagues,  do  not  really  give  the  flavor  of  how 
we  at  the  State  level  have  been  working  on  housing  problems,  and 
so  I  am  going  to  take  this  opportunity,  at  least  briefly,  to  do  what 
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Jim  Saxton  implied  I  might  do  at  the  outset  and  tell  you  a  little  bit 
about  what  we  have  done  in  New  Jersey. 

I  mean  no  chauvinism  or  New  Jersey  patriotism  to  say  that  I 
was  deeply  hurt,  Mr.  Chairman,  when  I  heard  you  say  that  New 
York  and  Massachusetts  were  leading  the  Nation.  I  am  hopeful 
that  by  the  conclusion  of  my  testimony  we  may  have  at  the  very 
least  to  add  New  Jersey  to  your  pantheon  of  States  that  have  done 
the  right  thing  and  need  your  help  now. 

First,  in  1984,  we  created  the  New  Jersey  Housing  and  Mortgage 
Finance  Agency,  bringing  all  of  the  State  government's  operations 
in  housing  under  one  roof  for  the  first  time. 

More  than  that,  we  gave  that  agencv  bold  new  powers.  Tradition- 
ally, State  housing  fmance  agencies  have  principally  been  issuers 
of  tax-free  housing  revenue  bonds,  a  role  that  will  be  reduced  as  a 
result  of  Federal  legislation  last  year  capping  the  ability  of  States 
to  issue  these  bonds. 

But  in  our  agency  we  gave  them  a  vastly  increased  capacity  to 
attract  private  sector  capital  to  provide  housing  opportunities.  The 
New  Jersey  HMFA  can  sell  the  traditional  tax-free  bonds,  but  it 
can  also  sell  taxable  bonds  and  sell  stock  in  projects  through  its 
Housing  Assistance  Corporation  subsidiary.  The  agency  can  also 
sell  securities  backed  by  the  agency  loan  pools. 

In  short,  we  have  given  the  State  government  a  vastly  enhanced 
ability  to  work  with  the  capital  markets  of  this  Nation. 

Beyond  that,  Mr.  Chairman,  we  expanded  the  agency's  array  of 
housmg  programs  far  beyond  traditional  construction  and  perma- 
nent financing.  The  new  agency  can  co-venture  housing  develop- 
ments with  private  developers,  participating  in  a  shared  equity  or 
shared  appreciation  basis. 

This  means  that  the  money  that  we  lend  to  developers  and  pri- 
vate investors  at  somewhat  reduced  interest  rates  can  be  recap- 
tured by  the  agency  when  buildings  are  refinanced  or  sold.  The 
agency  can  receive  a  modest  public  sector  profit.  We  make  a  little 
money  for  the  taxpayer,  and  that  is  fair. 

That  money  is  available  to  be  relent  for  new  affordable  housing 
projects.  We  think  it  is  a  prudent  and  effective  use  of  public  funds, 
one  that  makes  sense  because  developers  benefit  from  lower  inter- 
est rate  mortgages  and  they  are  being  asked  to  do  what? 

They  are  only  being  asked  to  help  out  by  giving  a  little  of  that 
profit  back  to  the  taxpayers.  It  is  only  fair  that  the  public  should 
make  some  money  on  the  money  that  the  public  invested. 

The  agency  also — our  Housing  and  Mortgage  Finance  Agency — 
can  act  as  a  receiver  of  substandard  properties,  rehabilitating  those 
properties  and  reselling  them  to  tenant  associations  who  are  given 
technical  assistance  so  that  they  can  own  and  manage  these  prop- 
erties. 

That  power  was  further  enhanced  by  the  Old  Factories/New 
Neighborhoods  Act  which  I  sponsored,  Mr.  Chairman,  which  au- 
thorized the  HMFA  to  work  with  cities  and  towns  and  neighbor- 
hoods interested  in  converting  abandoned  factories,  and  you  know 
we  have  got  abandoned  schools  and  factories  and  warehouses  all 
over  America  that  aren't  going  to  be  schools  or  factories  or  ware- 
houses again,  but  we  could  convert  them  to  housing  at  10  to  40  per- 
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sector,  could  produce  400,000  new  units  a  year,  400,000  new,  afford- 
able, low  and  moderate  units  a  year  if  you  took  the  $10,000  average 
subsidy  that  we  are  using  in  New  Jersey. 

Beyond  the  obvious  benefits  that  that  would  have  for  home  own- 
ership and  for  housing  the  American  people,  it  would  be  a  wonder- 
ful thing  for  the  economy  of  the  States  and  Nation. 

Let  me  say  that  I  am  deeply  mindful  of  the  time  constraints  on 
this  committee,  and  with  your  permission,  I  will  conclude  my  testi- 
mony just  by  naming  the  other  points  that  I  wanted  to  make  you 
aware  of  in  order  to  cede  some  time  to  my  learned  colleagues  and 
because  that  testimony  is  already  available  and  some  members  of 
your  staff  have  already  heard  this  more  than  once,  and  I  don't 
think  I  want  to  burden  you  with  it  much  longer. 

I  want  to  suggest  that  you  take  a  look  at  individual  housing  ac- 
counts, like  IRAlS,  or  perhaps  using  on  a  one-time  basis  the  inva- 
sion of  the  IRA  that  already  exists  without  a  penalty  for  doing 
that. 

I  want  to  suggest,  also,  that  you  give  back  to  the  States — and  I 
know  this  is  not  your  committee's  exclusively — the  right  to  do 
MRB  and  IRB's  without  those  caps.  I  think  we  did  a  pretty  good  job 
over  the  years  at  very  modest  consequence  to  the  taxpayer,  very 
modest  consequence  to  the  Federal  Treasury,  and  I  think  you  ought 
to  give  us  back  that  capacity.  It  is  hard  for  the  States  to  say  we  are 
going  to  have  a  wonderful  new  policy  but  we  can't  use  even  our 
traditional  mechanisms. 

Finally,  I  would  like  to  suggest  that  we  need  a  new  rental  assist- 
ance production  program,  and  I  think  that  could  be  funding 
through  a  Federal  housing  trust  fund. 

We  need  a  old  buildings/new  communities  act. 

I  think  we  need  to  restore  favorable  tax  treatment  to  builders 
who  will  construct  affordable  apartments. 

I  think  we  need  to  commit  ourselves  to  a  decent  and  expansive 
Federal  housing  policy  with  reference  to  public  housing  and  to  the 
maintenance  of  the  236  and  section  8  certificates. 

And,  finally,  I  want  to  say  to  you,  Mr.  Chairman,  that  with  all  of 
the  great  work  that  has  been  done  and  some  of  the  major  commit- 
ments of  time,  effort,  and  prospectively  major  money  on  the  ques- 
tion of  homelessness,  it  is  not  enough  that  we  shelter  the  homeless, 
crucial  as  that  is.  It  is  just  as  important  and,  in  my  way  of  think- 
ing, maybe  more  important  to  prevent  homelessness. 

I  am  going  to  submit  to  your  staff,  Mr.  Chairman,  our  New 
Jersey  Prevention  of  Homelessness  Program  and  urge  your  serious 
consideration  of  it. 

I  thank  you  very  much  for  your  attention  and  your  time. 

[The  prepared  statement  of  Mr.  Schwartz  can  be  found  in  the  ap- 
pendix.] 

Chairman  Gonzalez.  A  very  great  input  in  testimony.  I  have  a 
few  comments  more. 

Let  the  record  show  that  I  now  wish  New  Jersey  to  be  placed 
alongside  of  Massachusetts  and  New  York,  and  I  was  thinking  in 
terms  of  New  York  and  Massachusetts,  by  the  way,  in  terms  of  the 
volume  of  resources  on  the  State  and  local  level  that  had  been  di- 
verted for  housing  allocations. 
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Mr.  Schwartz.  Let  me  say,  Mr.  Chairman,  that  if  you  will  look 
at  the  New  Jersey  State  budget  I  think  you  will  see  that  it  com- 
pares favorably  with  those  States. 

Chairman  Gonzalez.  Well,  we  will  include  it.  Now,  it  is  right 
there  on  a  par.  We  have  three  leading  States. 

Besides,  my  daughter  and  son-in-law  and  two  grandchildren 
wouldn't  forgive  me  if  I  didn't  include  New  Jersey  because  they 
live  in  New  Jersey. 

Also,  just  briefly,  you  were  right,  on  some  of  your  ten  sugges- 
tions, a  couple  of  them  at  least  are  not  within  our  jurisdiction. 
They  are  over  in  the  Wa3rs  and  Means,  and,  incidentally,  we  were 
one  of  those  that  fought  steadfastly  to  try  to  maintain  the  tax  laws 
that  permitted  the  States  to  do  what  they  have  done,  you  know, 
and  had  succeeded  in  doing. 

But  we  didn't  succeed  there.  The  Ways  and  Means  Committee, 
usually  lost  out  when  they  went  into  conference  with  the  Senate. 

Well,  thank  you  very  much  again,  and  we  will  come  back. 

I  would  like  to  announce  that  we  have  Ms.  Marcy  Kaptur  from 
the  great  State  of  Ohio,  and  we  will  recognize  her  if  she  wishes  to 
make  a  statement  or  ask  a  question  at  this  point,  then  we  will  pro- 
ceed with  the  two  witnesses  because  they  have  been  waiting  here. 

Ms.  Kaptur.  I  think  that  is  a  good  idea,  Mr.  Chairman,  to  hear 
the  other  two  witnesses  first. 

Chairman  Gonzalez.  Thank  you  very  much  for  being  with  us. 

Mr.  Luallen,  thank  you  for  your  patience,  and  we  recognize  you 
now. 

STATEMENT  OF  F.  LYNN  LUALLEN,  EXECUTIVE  DIRECTOR,  KEN- 
TUCKY HOUSING  CORPORATION  AND  PRESIDENT  OF  THE 
COUNCIL  OF  STATE  HOUSING  AGENCIES 

Mr.  Luallen.  Well,  thank  you  very  much,  Mr.  Chairman.  We  of 
the  Council  of  State  Housing  Agencies  do  appreciate  this  opportu- 
nity. 

I  will  keep  my  remarks  brief  and  focused  on  what  we  believe  to 
be  the  substantive  issues  that  must  be  included  in  future  housing 
bills,  and  I  do  ask  that  my  written  statement  be  included  in  the 
record  in  its  entirety. 

Chairman  Gonzalez.  Yes.  Without  objection,  your  written  state- 
ment as  well  as  Mr.  Schwartz  will  be  included  in  the  outset  of  the 
testimony  in  their  entirety. 

Mr.  Luallen.  Thank  you  very  much. 

Over  the  past  19  years  State  housing  finance  agencies  have  pro- 
vided the  financing  for  over  790,000  single  family  home  purchases, 
and  the  private  sector  construction  or  rehabilitation  of  over  650,000 
rental  units,  384,541  of  which  were  built  with  direct  Federal  subsi- 
dies. 

The  recipients  of  this  housing  are  substantially  low  and  moder- 
ate income  first-time  home  buyers  or  renters.  Over  half  of  our  in- 
ventory relies  upon  the  Federal  dollars  that  this  committee  con- 
trols. If  we  are  to  continue  to  produce  low  income  housing  and  if 
our  existing  portfolio  is  to  i  lain  part  of  the  low  income  housing 
stock,  continued  fundi      of  t    /eral  of  these  programs  is  vital. 
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First,  let  me  state  that  we  are  unequivocably  opposed  to  the  pri- 
vatization of  FHA.  As  agencies  that  actively  encourage  home  own- 
ership for  low  and  moderate  income  households,  State  housing  fi- 
nance agencies  are  keenly  aware  of  the  advantages  of  FHA  insur- 
ance. 

I  refer  vou  to  mv  written  statement,  which  explains  these  advan- 
tages in  detail  and  points  out  that  the  following  administration  rec- 
ommendations will  nave  a  crippling  effect  on  state  housing  finance 
agencies'  financing. 

One,  increasing  the  FHA  mortgage  insurance  premium  from  3.8 
percent  to  5  percent  of  the  loan  amount. 

Two,  regulatory  changes  disallowing  the  financing  of  closing 
costs  on  FHA  loans. 

And,  three,  increasing  the  FHA  guarantee  fee  from  1  percent  to 
2.5  percent  of  the  loan. 

Also,  with  respect  to  low  and  moderate  income  home  ownership, 
we  would  like  to  call  the  attention  of  the  committee  to  the  Nehemi- 
ah  plan,  which  has  been  discussed  here  so  eloquently  today,  as  a 
very  effective  tool  used  in  New  York  City.  We  urge  tnat  this  com- 
mittee consider  the  nationalizing  of  the  Nehemiah  concept. 

As  important  as  home  ownership  is,  there  are  sectors  of  our  soci- 
ety for  whom  it  is  an  impossibility.  This  body  has  already  acted  re- 
sponsibly in  passing  the  Emergency  Relief  for  the  Homeless  Act, 
and  we  applaud  you  for  that.  We  submit  to  you,  though,  that  if  au- 
thorization for  our  rental  housing  programs  is  not  made  the  home- 
less problem  will  be  exacerbated. 

The  after  tax  reform  low  income  housing  picture  is  murky  at 
best,  Mr.  Chairman,  yet  one  point  remains  clear.  The  importance 
of  such  programs  as  the  HODAG,  CDBG,  and  UDAG  are  enhanced 
by  the  diminished  Tax  Code  incentives. 

My  written  statement  details  one  example  of  these  programs  at 
work.  It  is  a  common  example  that  can  be  illustrated  in  any  State 
in  our  union,  and  shows  that  the  funding  of  these  programs  must 
be  continued  at  least  at  current  levels. 

The  issue  of  retaining  existing  stock  as  low  income  housing  is 
one  that  of  late  has  moved  appropriately  to  the  forefront.  Members 
of  this  committee  in  particular  continue  to  provide  leadership  on 
this  issue. 

According  to  the  June  1986  General  Accounting  Office  study, 
there  are  164,000  units  of  section  236  insured  and  assisted  units 
that  could  prepay  their  mortgages  and  be  lost  from  subsidized 
housing  inventory  by  as  early  as  1995.  While  CSHA  is  still  gather- 
ing data  from  its  membership,  we  believe  that  a  significant  number 
of  uninsured  section  236  assisted  units  will  be  reaching  a  similar 
position  within  this  timeframe  as  well. 

The  fact  that  uninsured  State  agency  finance  projects  were  gen- 
erally subjected  to  a  more  stringent  underwriting  criteria  increases 
the  potential  that  these  projects  will  be  attractive  to  the  market, 
thereby  increasing  the  numlier  of  low  income  units  lost. 

To  avoid  this  consequence,  we  hope  this  committee  will  formu- 
late a  comprehensive  approach  which  would  include: 

One,  economic  incentives  for  existing  owners,  targeted  utilization 
of  existing  HUD  resources,  and  inducements  for  potential  purchas- 
ers, including  the  new  income  housing  tax  credit. 
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In  particular,  we  support  the  creation  of  a  multi-family  housing 
preservation  fund  as  proposed  by  Representative  Frank,  and  we 
further  suggest  the  DeWilde  pool  funds  be  released  immediately  for 
the  expanded  group  of  purposes  suggested  in  my  written  statement. 

We  also  urge  sufficient  funding  for  the  rental  assistance  pay- 
ment, flexible  subsidy,  and  the  rent  supplement  programs  so  that 
current  contracts  can  be  met. 

Last,  in  those  instances  where  owners  decide  to  opt  out,  the  af- 
fected tenant  must  be  protected.  His  existing  certificate  should  be 
available.  At  a  minimum,  the  budget  authority  remaining  in  the 
contracts  must  be  recaptured  and  reused  for  tenant  protection.  Liq- 
uidating budget  authority  in  these  situations  is  unconscionable. 

Another  crucial  issue  that  must  be  addressed  by  your  bill  is  that 
of  the  administrative  fees  paid  to  agencies  that  administer  Section 
8  Programs.  We  applaud  those  sections  of  H.R.  4  which  reinstate 
these  fees  at  their  former  level  and  urge  this  body  to  steadfastly 
support  the  inclusion  of  such  a  provision  in  a  final  bill.  The  alter- 
native would  be  an  increasing  number  of  agencies  which  would 
find  it  infeasible  to  administer  these  programs. 

On  the  issue  of  fair  market  rents,  we  respectfully  request  that 
Congress  instruct  HUD  to  improve  and  publish  in  a  timely  manner 
their  annual  market  studies  which  determine  fair  market,  fair  rent 
levels.  The  data  should  reflect  local  conditions  and  be  used  as 
guidelines. 

Further,  it  is  imperative  that  if  these  studies  indicate  a  market 
reduction  in  fair  rents,  that  already  set  rents  be  held  harmless 
from  a  reduction.  The  economic  reasons  for  this  we  believe  to  be 
obvious. 

The  issue  of  comparability  of  section  8  rents  to  prevailing  market 
rents  must  be  addressed  as  well.  It  appears  to  be  a  HUD  objective 
that  comparabilitv  and  rent  rollbacks  be  achieved  on  a  national 
scale  regardless  of  the  financial  impact  to  the  projects  involved. 

The  goals  should  be,  sufficient  cash  flow  to  meet  economic  neces- 
sities and  the  limited  return  allowed  by  the  program.  We  ask  that 
the  Congress  order  HUD  to  work  with  the  housing  community  to 
establish  a  fair,  financially  viable  procedure  to  minimize  arbitrary 
reductions  based  upon  nonstandardized  subjective  methodology. 
Major  consideration  for  housing  authorization  should  be  given  to 

f>rograms  devoted  to  housing  our  Nation's  elderly.  Of  the  3.5  mil- 
ion  elderly  living  at  the  poverty  level,  70  percent  are  home 
owners.  They  are,  for  the  most  part,  house-rich  and  cash-poor. 

H.R.  4  responds  directly  to  this  problem  with  its  demonstration 
home  equity  conversion  insurance  program.  We  wholeheartedly 
support  this  concept.  Several  of  our  State  agencies  have  ongoing 
equity  conversion  programs  in  place,  and  they  provide  the  impetus 
for  a  detailed  response  to  your  proposal  continued  in  my  written 
statement. 

Another  valuable  elderly  housing  initiative  is  the  section  232 
board  and  care  home  mortgage  insurance  program.  We  ask  that  its 
funding  be  reauthorized  at  current  levels.  In  addition,  we  urge  Con- 
gress to  work  with  experts  in  the  field  to  improve  the  program,  so 
as  to  insure  its  development  into  a  successful  housing  alternative. 

While  CHSA  supports  the  concept  of  a  congregate  housing  serv- 
ices demonstration  program,  we  would  like  to  requeist  a  change. 
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Under  the  current  program,  State  housing  finance  agencies  who  fi- 
nance congregate  housing  projects  are  unable  to  participate  in  the 
CHSP  Program.  As  a  major  financer  and  provider  of  congregate 
care,  our  membership  requests  that  the  availability  to  this  demon- 
stration program  be  granted  to  State  housing  finance  agency  fi- 
nanced projects. 

In  addition,  we  propose  that  a  task  force  be  formed  that  would 
include  Members  of  Congress,  the  Council  of  State  Housing  Agen- 
cies, the  National  Association  of  State  Units  on  Aging  and  others 
that  would  work  to  convert  this  demonstration  to  a  national  pro- 
gram funded  at  the  Federal  level  with  appropriate  incentives  for 
State  financial  participation.  Such  a  program  would  be  available  to 
all  HUD-assisted  projects  for  the  elderly,  including  HFA-financed 
projects.  We  believe  that  a  Federal  congregate  housing  services 
program  with  standard  models,  administered  at  the  State  level  by 
the  two  agencies  most  experienced  and  knowledgeable  in  the  field 
of  housing  and  services  will  produce  results  that  could  not  be 
achieved  by  a  fragemented  program  administered  directly  by  HUD. 

With  the  ground  work  already  done  by  CSHA  in  NASUA,  a  pro- 
gram could  be  designed  and  ready  for  implementation  in  fiscal 
year  1989. 

Mr.  Chairman,  in  conclusion,  and  we  do  thank  you  for  this  op- 
portunity, we  believe  that  State  housing  finance  agencies  have 
shown,  over  time,  to  be  a  strong  public  purpose  housing  delivery 
system  for  the  low  and  moderate  income  individuals  and  families 
in  this  country.  I  hope  that  you  and  the  committee  will  take  our 
history  and  this  testimony  to  heart,  and  we  want  you  to  know  that 
we  are  available  to  spend  any  time  you  need  from  us  with  you  on 
these  housing  matters. 

Thank  you  very  much. 

[The  prepared  statement  of  the  Council  of  State  Housing  Agen- 
cies presented  by  Mr.  Luallen  can  be  found  in  the  appendix.] 

Chairman  Gonzalez.  Well,  we  thank  you  again,  Mr.  Luallen. 
You  have  cooperated  with  us  through  the  years  tremendously,  and 
your  statement,  you  can  rest  assured,  it  is  taken  seriously,  and  it 
has  been  looked  over  and  considered,  and  it  will  continue  to  be.  It 
is  very  valuable,  let  me  assure  you.  And  it  strengthens  us  to  keep 
going  ahead.  And  of  course,  you  know  that  we  have  two  from  the 
State  of  Kentucky  that  are  Members  of  this  committee. 

Mr.  Luallen.  Yes,  sir. 

Chairman  Gonzalez.  And  they  have  been  very  helpful.  This 
time,  we  got  Mr.  Hubbard  to  join  our  subcommittee  for  the  first 
time.  He  had  not  been  able  to  get  on  Housing  before.  It  is  a  very 
much  sought  after  assignment  and  had  reached  a  point  where,  as 
of  last  year,  this  was  the  largest  subcommittee  in  the  whole  Con- 
gress. There  were  only  about  eight  or  nine  Members  of  the  full 
committee  that  didn't  belong  to  it.  The  reason  is  that  the  impor- 
tance of  the  programs  under  the  subcommittee's  jurisdiction  have 
increased  significantly  through  the  years  but  also,  unfortunately, 
these  programs  have  been  the  target  of  80  percent  of  the  thrust  of 
the  Reagan  budget  cuts  in  the  last  6  years. 

Mr.  Luallen.  Yes,  sir,  we  are  aware  of  that. 
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Chairman  Gonzalez.  Yes.  So  you  know,  this  is  very  valuable,  be- 
cause you  have  S3mthesized  the  situation  admirably,  and  we  are 
very  grateful  to  you. 

Well,  we  will  proceed  with  your  next  witness  and  thank  him  for 
his  patience,  Mr.  Eimicke. 

STATEMENT  OF  WILLIAM  B.  EIMICKE,  COMMISSIONER  OF 
HOUSING  AND  COMMUNITY,  STATE  OF  NEW  YORK. 

Mr.  Eimicke.  Thank  you,  Mr.  Chairman. 

Let  me  begin  by  bringing  you  greetings  from  your  good  friend  up 
in  New  York,  Governor  Cuomo. 

Chairman  Gonzalez.  Thank  you  very  much.  Oh,  excuse  me.  I  did 
today  receive  a  letter,  accompanied  with  some  extensive  material, 
in  which  the  Governor  again  pledged  his  help,  and  wanted  us  to 
know  that  he  was  very  glad  that  he  could  have  been  with  us  re- 
cently, but  that  he  wanted  to  pledge  his  continued  cooperation  and 
for  us  to  let  him  know  what  he  could  do  that  we  might  suggest.  So 
I  wanted  to  ask  unanimous  consent  that  Governor  Cuomo's  letter 
be  placed  in  the  record  following  your  testimony,  plus  selected  ma- 
terial from  the  material  that  he  sent  me.  But  thank  you  for  your 
good  wishes.  He's  a  great  man  and  a  good  friend. 

[The  materials  discussed  can  be  found  in  the  February  4,  1987, 
hearing  entitled  "Urgent  Relief  for  the  Homeless  Act"]. 

Mr.  Eimicke.  Yes,  he  is.  And  if  we  can  provide  you  any  addition- 
al information  on  those  materials  which  we  prepared,  we  stand 
willing. 

Chairman  Gonzalez.  Thank  you  very  much. 

Mr.  Eimicke.  I  also  have  submitted  written  testimony,  Mr.  Chair- 
man, and  in  the  interests  of  time  and  respect  for  you  and  your 
staff,  who  have  shown  great  endurance,  I  will  not  read  my  testimo- 
ny but  rather  make  some  brief  remarks. 

I  would  like  to  begin  by  thanking  you  and  the  committee 

Chairman  Gonzalez.  We  will  place  your  prepared  text  in  the 
record  at  this  point,  and  you  may  proceed  as  you  see  best. 

Mr.  Eimicke.  Thank  you,  Mr.  Chairman. 

Let  me  begin  by  thanking  you  and  the  Members  of  this  commit- 
tee for  being  the  only  beacon  of  hope  for  those  of  us  working  in  the 
housing  business.  Since  1981,  there's  been  little  light  out  of  Wash- 
ington, and  this  committee  has  stuck  with  us  and  carried  the  torch, 
and  I  think  we  are  on  the  verge,  maybe,  of  just  a  little  bit  of  help 
from  Washington,  and  that  is  an  encouraging  sign  to  me. 

I  would  also  like  to  mention  Congressman  Schumer,  in  particu- 
lar, because  of  his  role  in  part  of  this  bill,  H.R.  4,  which  I  am  going 
to  restrict  my  remarks  to  today,  which  is  the  so-called  "Nehemiah 
Progam." 

Last  month  when  my  governor  spoke  to  this  committee  about  the 
growing  tragedy  of  homelessness,  we  had  hope,  and  that  hope  was 
H.R.  558.  And  I  bring  you  the  Governor's  congratulations  and  grat- 
itude for  the  House  passing  that  bill,  and  we  hope  it  will  proceed 
through  the  Senate  and  be  signed  by  the  president. 

In  our  State,  we  have  a  demonstrated  housing  gap  of  over  1  mil- 
lion housing  units.  Federal  assistance — and  the  lack  of  Federal  as- 
sistance, imfortimately,  has  contributed  to  that  rather  staggering 
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total.  Over  the  last  4  years  with  Governor  Cuomo's  leadership,  we, 
at  the  State  level,  have  been  able  to  provide  over  $4.4  billion  for 
new  housing,  which  the  Governor  spoke  to  you  about  last  month, 
but  all  dollars,  once  they  are  actually  put  into  new  units,  will  onlv 
meet  about  20  percent  of  our  housing  gap.  I  think,  as  virtuallv  all 
the  speakers  have  said  and  will  say  in  the  future.  State  and  local 
governments  cannot  solve  what  has  become  a  national  crisis  in  the 
availability  of  affordable  housing  without  help  from  Washington. 

The  frightening  statistic  that  there  are,  in  fact,  more  homeless 
men,  women  and  children  in  this  country  than  there  were  during 
the  height  of  the  Great  Depression,  I  think,  is  the  most  poignant 
testimony  to  the  need  for  housing  and  the  need  for  Federal  partici- 
pation. 

On  a  positive  note,  we  are  here  today  to  discuss  a  Federal  action 
to  help  provide  for  those  Americans  on  every  level  who  are  in  need 
of  housmg.  The  Nehemiah  concept  we  find  to  be  one  of  the  more 
exciting  new  ideas  to  come  out  of  State  and  local  government,  and 
we  are  very  proud  that  it,  like  many  other  new  initiatives  in  hous- 
ing, began  in  New  York,  particularly  in  the  East  Brooklyn  section 
of  New  York  City.  I.D.  Robbins,  who  I  believe  spoke  to  you  several 
years  ago  about  the  Nehemiah  concept,  he  being  the  chief  architect 
of  the  program,  at  that  time  told  you  that,  in  fact,  Nehemiah  was 
replicable,  that  it  could  be  done.  And  I  am  proud  to  say,  in  New 
York,  we  have  done  it.  In  1985,  the  Governor  signed  into  law  the 
Affordable  Housing  Corporation,  which  is  designed  to  provide  the 
State  dollars  necessary  to  make  the  Nehemiah  dream  a  reality  for 
New  Yorkers  across  our  State,  and  it  has  been  done.  Over  the  past 
2  years,  as  Congressman  Garcia  recently  mentioned,  we  have  been 
able  to  produce  nearly  8000  Nehemiah  style  housing  units  across 
New  York  State. 

Perhaps  one  of  the  more  dramatic  ones  are  in  the  city  of  Lacka- 
wanna. As  you  are  probably  more  than  familiar,  Lackawanna  suf- 
fered almost  a  crippling  blow  when  the  Bethlehem  Steel  plant 
closed.  But  Lackawanna  is  on  the  way  back.  One  of  the  major  prob- 
lems they  faced  on  their  way  back  was  the  absence  of  afforaable 
housing.  The  State  of  New  York,  the  city  of  Lackawanna  and  the 
private  sector  got  together  and  are  now  in  the  midst  of  building 
136  Nehemiah  homes  in  Lackawanna,  the  first  new  homes  to  be 
built  in  Lackawanna  in  25  years. 

But  it  is  not  just  East  Brooklyn,  and  it  is  not  just  Lackawanna. 
Right  now,  in  construction,  80  new  Nehemiah  homes  in  Schenecta- 
dy, near  Albany,  our  State  capital.  91  in  Rochester,  where  Eastman 
Kodak  is  centered.  Another  117  in  Buffalo.  And  it  is  not  just  limit- 
ed to  cities.  In  rural  Essex  County  in  Upstate  New  York,  60  Nehe- 
miah homes.  Green  County  38.  Steuben  County,  31.  37  Nehemiah 
homes  in  Clinton  County. 

As  I  say,  $50  million  over  the  last  2  years,  8000  Nehemiah 
homes.  It  can  be  done  anywhere. 

I  am  also  pleased  to  note  that  we  recently  began  conversations 
with  Catholic  Charities  and  Congressman  Garcia  to  do  a  Nehemiah 
project  in  his  district,  in  the  South  Bronx. 

So  it  is  with  confidence  that  I  testify  today  that  Nehemiah  can 
be  done.  It  can  be  done  in  rural  counties,  it  can  be  done  in  urban 
counties. 
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I  do  have  two  suggestions  about  the  Nehemiah  legislation  that  is 
encompassed  in  H.R.  4.  First,  we  need  to  bear  in  mind  that  modest 
incomes  make  down  payments  on  a  house  perhaps  even  more  diffi- 
cult than  the  monthly  canying  charges.  In  New  York,  we've  set  a 
minimum  down  payment  at  5  percent.  I  know  your  bill  encom- 
passes 10.  Our  experience  is,  that  lower  down  payment  allows  fami- 
lies with  more  modest  incomes  to  get  into  the  program,  and  it 
hasn't  threatened  the  financial  stability  of  the  program. 

The  only  other  suggestion  I  would  make,  which  Governor  Duka- 
kis also  made,  is  that  50  units  may  be  too  high  a  threshold  for  cer- 
tain communities,  and  I  would  urge  you  to  consider  a  little  bit 
more  flexibility,  in  terms  of  the  numbers  of  housing  units  that  are 
eligible  for  the  program. 

Most  of  all,  I  want  to  encourage  you,  despite  what  I  know  must 
be  a  very  frustrating  quest,  to  once  again  bring  the  Federal  Gov- 
ernment back  into  the  Federal,  State  and  local  partnership  to 
produce  decent  housing  for  all  Americans. 

Thank  you,  Mr.  Chairman,  for  the  opportunity  to  address  the 
committee. 

[The  prepared  statement  of  Mr.  Eimicke  can  be  foimd  in  the  ap- 
pendix.] 

Chairman  Gonzalez.  Thank  you,  Mr.  Eimicke.  We  deeply  appre- 
ciate your  considerations. 

Let  me  say  that  the  10  percent  was  not  my  making.  I  am  prob- 
ably the  last  surviving,  hard-core  opponent  of  interest  rates.  I  am 
one  of  the  surviving  Wright-Patman  corpsmen.  And  so  naturally,  I 
resisted.  We  set  the  pace  in  doing  away  with  the  usury  laws 
throughout  the  States,  including  the  State  of  Texas,  my  home 
State. 

But  the  10  percent,  as  well  as  other  parts  of  the  Nehemiah  Pro- 
gram were  the  result  of  a  compromise,  that  even  Mr.  Schumer  ac- 
cepted, with  the  debate  that  ensued  during  markup  two  years  ago. 
My  colleague,  Mr.  Bartlett,  had  originally  opposed  the  whole  con- 
cept of  Nehemiah.  In  fact,  he  believed  that  it  was  strictly  a  New 
York  plan.  And  so  then  Mr.  Schumer  modified,  for  instance,  the 
amount  of  land  considered,  and  so  forth.  One  of  those  things  that 
fell  by  the  wayside  was  the  5  percent.  We  visited  the  Nehemiah 
Program  in  New  York.  It  was  after  that  visit  that  we  incorporated 
the  legislation  for  the  program  in  H.R.I. 

So  that  you  are  right  and,  in  fact,  I  am  hopeful  that  we  can 
change  that  before  we  get  this  bill  out  of  the  House,  but  we'll  see.  I 
do  agree  with  you,  though,  that  10  percent  is  just  too  difficult  and 
contrary  to  the  best  interests  of  a  successful  program. 

I  believe  your  experience  throughout  the  State  of  New  York 
clearly  exemplifies  the  viability  of  it  on  a  national  legislative  level. 

Coming  back  to  Mr.  Schwartz,  I  notice  that  in  1984,  you  unified 
your  housing  and  housing  finance  agencies  and  probably  some 
other  corollary  agencies.  I  want  to  congratulate  you.  That  did 
really  give  New  Jersey  a  very  good  angle  of  approach.  But  I  notice, 
also  that  your  agency  can  come  in  and  use  the  resources  of  agency 
pools.  Ana  is  that  something  that  State  agencies  have  been  doing 
generally,  or  is  this  something  that's  unique  to  New  Jersey? 

Mr.  Schwartz.  No,  I  don't  think  it  is  entirely  unique.  There  are 
a  number  of  other  States  that  have  that  power.  Mr.  Luallen  could 
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probably  testify  to  that.  I  would  not  say  that  it  was  unique,  sir.  I 
would  say  that  it  is  probably  a  minority  of  States  that  can  do  it, 
but  probably  more  unique,  actually,  Mr.  Chairman,  I  would  say  to- 
tally unique  was  our  giving  the  power  of  selling  housing  stocks, 
new  housing  securities.  To  my  knowledge,  that  is  entirely  unique, 
and  New  Jersey  is  about  to  sell  its  first  such  security.  We  created  a 
subsidiary  corporation  within  the  housing  and  mortgage  finance 
agency,  which  is  popularly  known  as  the  Housing  Assistance  Cor- 
poration, and  I  am  pleased  to  say  that  this  year  the  first  Housing 
Security  will  be  sold  on  the  market  that  will  finance  one  senior  cit- 
izen project  and  one  multifamily  project. 

Now  you  may  say,  well,  it's  two  little  projects,  maybe  70  units  in 
one  and  maybe  200  units  in  the  other,  and  what  is  the  big  deal. 
The  big  deal  is  that  these  were  projects  in  particular  locations  or 
for  particularly  frail  and  underfinance  poor  people  in  such  a  place 
where  no  private  developer  was  available,  even  with  all  the  incen- 
tives that  I  described  to  you  earlier.  The  State  had  to  act  as  the 
developer.  And  yet  without  it,  these  270-odd  people  or  families 
would  be  without  housing.  We  would  have  added  270  poor  souls  to 
the  ranks  of  America's  homeless.  So  that  the  ability  to  sell  stock, 
housing  securities,  that  I  think  is  unique.  I  am  unaware  of  any 
other  State  that  does  that.  But  it  is  not,  I  think,  entirely  unique  to 
sell  securities  based  on  agency  loan  pools.  I  think  there  are  several 
other  States  that  have  that  power. 

Mr.  LuALLEN.  Mr.  Chairman? 

Chairman  Gonzalez.  Yes. 

Mr.  LuALLEN.  Colorado  has  some  pending  legislation  on  this.  In 
fact,  I  think  it  is  now  before  the  Board  of  Directors  of  the  Califor- 
nia agency.  Indiana  is  doing  something  similar  to  this.  We,  in  Ken- 
tucky, have  established  a  trust  fund  from  our  own  HFA  funds — it 
is  not  a  State-funded  one,  because  we  have  some  very  severe  budget 
problems  in  our  own  State  because  of  the  economy,  but  we  will  also 
send  to  the  committee  a  listing  of  all  the  other  States  which  are 
doing  the  pooling  similar  to  what  Mr.  Schwartz  is  talking  about. 

Chairman  Gonzalez.  I,  for  one,  would  appreciate  that  and  be 
grateful  if  you  could  supply  it  for  the  record. 

Mr.  LuALLEN.  We  will  oe  pleased  to  do  it. 

[Information  pertaining  to  other  States  who  are  doing  the  pool- 
ing can  be  founa  in  the  appendix.] 

Chairman  Gonzalez.  I  had  made  some  notes,  but  I  don't  know 
what  I  did  with  the  copy  of  your  testimony  here,  Mr.  Schwartz. 

I  think  that  what  you  have  done  is  really  very  seminal,  very 
original. 

Mr.  Schwartz.  Thank  you,  sir. 

Chairman  Gonzalez.  But  I  am  wondering,  what  about  your  rate 
of  homelessness?  It  must  have  a  cause  and  effect  here.  I  am  not 
aware  that  New  Jersey,  even  in  Newark,  is  confronted  with  the 
same  critical  situation  than  some  of  the  other  urban  areas  in  our 
country. 

Mr.  Schwartz.  Well,  I  think  that  is  possibly  correct.  Our  best  es- 
timate is,  of  course,  a  terriblv  inadequate  estimate,  is  that  the 
State  of  New  Jersey  presently  has  some  28,000  homeless  persons.  I 
think  it  is  probably  true  that  our  rate  of  homelessness  is  somewhat 
less  than  in  some  of  the  other  States.  Ther  are  a  number  of  reasons 
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for  it.  Some  of  the  reasons  have  to  do  with  the  size  of  New  Jersey 
cities,  which  tend  to  be  smaller,  and  so  persons  who  are  experienc- 
ing various  difficulties  that  might  otherwise  result  in  homelessness 
perhaps  get  caught  in  a — get  esconced  and  meshed  and  helped,  be- 
cause the  great  anon3miity  of  some  of  the  larger  cities,  it  is  not 
true  in  many  of  our  cities,  only  a  very  small  number  of  New  Jer- 
sey's urban  centers  are,  in  fact,  very,  very  large.  The  bulk  of  our  56 
urban  aid  communities,  as  we  call  them,  the  cities,  really  €u-e 
under  50,000  or  at  least  under  100,000  persons,  and  they  tend  to 
have  strong  neighborhoods.  So  there  is  not  the  anonymity  that 
some  great  cities  have  had. 

Nonetheless,  two  things  should  be  said.  And  one  of  the  reasons 
for  our  relatively  low  rate  of  homelessness  is  that  we  have  a  home- 
lessness prevention  program  that  we  wheel  in  resources  in  a  timely 
way,  that  there  is  a  State  entity,  and  I  know  that  these  €u-e  times 
when  people  say,  oh,  you  are  going  to  create  a  new  bureacracy 
every  time  you  give  somebody  a  program. 

But  it  was  crucial  for  us  to  have  some  place  in  State  government 
where  it  was  their  responsibility  to  learn  when  there  was  to  be  an 
eviction  that  was  a  truly  foolish  eviction,  an  eviction  of  somebody 
who  was  down  on  their  luck  for  just  a  month  or  two,  and  where  the 
provision  of  a  few  dollars,  Mr.  Chairman,  could  save  them  from  ho- 
melessness, save  the  taxpayers  the  cost  of  a  welfare  motel  and  just 
do  it  in  a  moral,  as  well  as  economically  responsible  way. 

Let  me  share  a  personal  vignette  with  you.  We  had  a  man  who 
lived  in  the  city  of  New  Brunswick  with  his  wife  and  child,  6-year 
old  child  as  I  recall,  who  had  been  working  in  the  same  factory  for 
the  better  part  of  7  years.  Had  not — a  very  low-skilled  post  he  had 
and  had  not  progressed  in  terms  of  the  hierarchy  of  the  business, 
but  he  worked  and  worked  hard  and  drew  down  a  salary  all  those 
years. 

And  then,  in  November  or  December — I  believe,  early  December 
of  1985,  just  before  Christmas,  he  was  laid  off.  Laid  off  and  his  wife 
became  ill  just  about  the  same  time. 

And,  in  late  January  1986,  they  were  going  to  evict  him.  His 
landlord  said,  Look,  this  is  not  a  charity.  I  feel  sorry  for  you  but  I 
can't  carry  you,  I  have  to  pay  my  bills,  too. 

Well,  you  know  what  we  did?  We  went  in,  Mr.  Chairman,  and  we 
gave  him  or  lent  him  actually  2  months  rent.  It  was  under  $500. 
Three  months  later,  he  was  called  back  to  work,  has  been  working 
ever  since,  and  he  paid  back  the  money. 

Now  isn't  that  better— isn't  that  $500  better  than  to  spend  $3,000 
putting  him  in  a  welfare  motel,  which  would  have  been  the  cost 
over  the  same  3-month  period? 

Well,  I  can  tell  you  that  my  bills  in  that  regard,  sir,  has  saved 
10,000  families  from  the  nightmare  of  homelessness.  And  I  don't 
think  it  takes  a  lot  of  imagination  to  figure  out  that  that's  better. 
It's  simply  better. 

Chairman  Gonzalez.  Yes.  That's  what  I  was  referring  to  when  I 
said  I  was  looking  for  some  notes  I  took  here.  I  noticed  that  when 
you  explained  it  the  first  time,  you  talked  about  both  rural  as  well 
as  urban  extended  program. 

But  what  is  your  triggering  information  as  to  notification  of  a 
prospective  foreclosure? 
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Mr.  Schwartz.  You're  quite  right.  And  Tm  glad  you  used  the 
word  "foreclosure",  because,  in  my  language,  in  my  terminology  up 
to  this  point,  I've  been  talking  mostly  about  eviction  and  others 
miyght  have  misunderstood  that  I  was  talking  only  about  rental 
eviction. 

You  are  quite  correct,  Mr.  Chairman,  our  program  does  deal  with 
mortgage  foreclosures  as  well. 

The  situation  is  clearer  on  the  rental  side,  however,  because 
what  we  do  have  is,  under  the  laws  of  eviction  in  New  Jersev, 
there  is  a  period  of  time  during  which  the  potential  evicted  family 
is  gven  a  grace  period  of  about  10  days. 

Chairman  Gonzalez.  Excuse  me.  But  does  the  agency  carrying 
out  tiie  procedures,  either  eviction  or  foreclosure,  notified  or  are 
they  under  some  responsibility  to  notify  the  housing  finance? 

Mr.  Schwartz.  Yes,  sir,  mandatorily.  And  an  eviction  for  cause 
in  New  Jersey  automatically  triggers  a  notice  to  our  homelessness 

Prevention  prog^ram.  Yes,  sir.  Your  question  is  very  apt.  I  should 
ave  answered  m  that  direction.  Yes,  sir. 

There  is  a  mandatory— any  eviction  for  cause  triggers  a  manda- 
tory notification  to  our  program. 

Chairman  Gonzalez,  what  about  the  case  of  foreclosure? 

Mr.  Schwartz.  That  is  less  clear.  And  it's  not  mandatory.  It 
should  be.  And  let  me  say,  too,  Mr.  Chairman,  that  we  were  only 
meeting  about  2  percent  of  the  needs  with  my  New  Jersey  pro- 
gram. So  I  don't  want  to  give  you  the  false  view  that  everybody 
whose  going  to  be  evicted  and  shouldn't  be  evicted,  who  could  be 
helped  for  months 

Chairman  Gonzalez.  I  understand  that. 

Mr.  Schwartz.  We're  only  meeting  about  Vio  of  the  need. 

Chairman  Gonzalez.  Yes,  I  know,  but  glory  be  to  what  you  are 
doing,  which  is  more  than  anybody  else  is  doing  around  this  coun- 

Mr.  Schwartz.  We're  hopeful  if  we  could  tell  the  story  of  how 
many  people  we've  saved  and  how  cost-effective  it  is,  and  if  others 
could  carry  that  message  around  this  Nation,  that  more  people 
would  do  it  and  we'd  get  more  money. 

Chairman  Gonzalez.  The  history  of  the  Home  Owners  Loan  Cor- 
poration, and  the  Emergency  Home  Mortgage  Assistance  Act  of 
1983  is  clear  proof  of  what  you're  saying,  that  the  American  people 
are  a  good  risk. 

Mr.  Schwartz.  No  question. 

Chairman  Gonzalez.  And  when  they  closed  out  the  HOLC,  the 
government  had  about  $860  million  in  its  coffers  when  $860  million 
was  equivalent  to  $1  billion  today. 

So  vou're  right  and  I  really  want  to  compliment  and  salute  you 
and  the  State,  out  you  particularly  because,  you  know,  I've  had  the 
privilege  of  serving  on  the  local  legislative  level,  the  city  council, 
the  State  legislative  level  the  State  senate,  and  here  in  the  Con- 
gress for  almost  26  years. 

And  as  I  moved  up,  it  was  obvious  when  I  got  here  it  was  a  relief. 
And  it  has  been  most  distressing  that  for  the  last  12  years,  this 
relief  has  been  reversed. 

I  could  see  why  the  burgeoning  needs  on  the  local  level  were  not 
being  heeded.  They  were  not  on  the  State  level,  at  least  in  mine. 
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Vhllo  I  speak  from  my  own  •xporlonco  of  those  Issues  in  Msssschusetts, 
my  conversations  with  governors  and  public  officials  and  private  developers 
from  many  other  states  convince  me  of  a  common  commitment  across  America  for  a 
revitalized  federal  role  in  providing  decent  and  affordable  housing  for  all 
Americans. 
1.     H0WELESSWE3S 

The  Emergency  Comprehensive  Homeless  legislation  which  has  passed  this 
House  is  an  important  first  step  and  recognises  the  critical  need  for  federal 
help  in  dealing  with  what  I  have  called  a  national  scandal.  Speaker  Vright 
deserves  our  thanks  for  moving  into  the  vacuum  that  has  existed  at  the 
national  level  on  this  issue. 

As  many  have  testified  here  and  as  my  experience  in  Nassachuaetts 
indicates »  the  homeless  are  different  kinds  of  people:  the  mentally  ill,  the 
substance  abusers,  the  single  elderly,  and  Increasingly,  families  with 
children.  The  needs  of  the  homeless  are  many:  health  care,  food,  emergency 
shelter,  and  reintegration  into  the  community.  But  the  fundamental  fact  of 
the  matter  is  that  we  didn't  have  a  serious  homelessness  problem  six  years  ago 
—  and  we  have  one  today.  And  there  is  only  one  difference:  Ve  aren't 
building  any  housing  for  families  of  low  and  moderate  income. 
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the  nation  was  ill-housed,  thousands  of  our  fellow  citizens  have  no  place  to 
go. 

Until  1980,  there  was  no  debate  about  our  responsibility  to  provide 
decent  and  affordable  housing  for  our  people.  And  there  was  fundamental 
bipartisan  support  behind  our  efforts.  Under  the  administrations  of  Gerald 
Ford  and  Jimmy  Carter,  we  were  building  or  rehabilitating  over  200,000  units 
of  federally-assisted  housing  for  families  of  low  and  moderate  income.  Today, 
we  are  doing  barely  25,000  units  year. 

No  wonder  we  have  a  homelessness  problem  in  this  country.  It  is  a 
national  scandal.   It  is  a  national  embarrassment. 

The  experience  of  the  past  half  decade  indicates  that  state  and  local 
initiative  can  result  in  the  production  of  affordable  housing.  Many  states 
have  taken  a  leadership  role  in  such  partnerships;  but  such  initiatives  simply 
cannot  do  the  job  they  must  do  without  more  support  from  our  friends  in 
Washington  —  not  help  that  comes  from  doggedly  pursuing  reluctant  federal 
officials  but  rather  support  which  generates  from  positive  federal 
engagement.  The  engagement  must  begin  with  the  three  central  problems  in  our 
current  housing  situation:   1)  homelessness,  2)  the  decline  in  affordable 
homeownership,  and  3)  the  threat  to  the  existing  stock  of  subsidized  housing. 
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In  my  state,  a  booming  economy  has  put  enormous  pressure  on  the  real 
estate  market  and  rents  have  soared  beyond  the  reach  of  many  low  and 
moderate-income  families.   But  we  in  Massachusetts  are  not  alone.  Housing 
costs  for  low-income  households  have  risen  dramatically  across  the  country. 
The  median  rent  in  1974  [p.l3'JCUS  1986  report]  for  households  in  the  lowest 
income  class  was  33%   of  income.  That  figure  rose  to  AS%   of  annual  income  by 
1983.  For  female  headed  households  with  small  children,  the  national  figures 
on  shifting  rent  burden  are  particularly  stark.  In  1974,  11%   of  such 
households  paid  more  than  73^  of  their  income  for  gross  rent.  In  1983,  that 
175^  had  risen  to  3A%   [p. 27  and  29  of  JCUS].  When  one-third  of  the  nation's 
single  mothers  are  paying  three  quarters  of  their  income  for  housing,  it  is 
not  hard  to  understand  why  we  are  finding  more  and  more  of  those  families  in 
our  shelters.  And  we  need  a  federal-state  partnership  that  produces  good 
housing  at  affordable  rents  if  we're  going  to  change  things. 

I  strongly  recommend  a  housing  production  block  grant  program  which 
would  be  used  by  states  to  supplement  their  own  efforts  and  the  utilization  of 
the  tax  credits  made  available  in  the  Tax  Reform  Act  of  1986.  We  have  a 
responsibility  to  take  those  funds;  work  with  communities  and  developers,  both 
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private  and  non-profit;  and  build  or  rehabilitate  mlxed-lncoae  housing.  The 
federal  block  grant  can  make  those  partnerships  happen. 

Our  experience  In  Massachusetts  with  our  State  Housing  Assistance  for 
Rental  Production  (SHARP)  program  shows  that  the  careful  use  of  public  dollars 
can  encourage  the  private  sector  to  produce  mixed-Income  housing.  Several 
weeks  ago  In  Boston,  I  sat  with  a  young  woman  —  a  26-year-old  single  mother 
—  who  spent  two  years  moving  from  shelter  to  shelter  with  four  small 
children.  She  simply  couldn't  compete  In  our  current  housing  market. 

Today,  she  and  her  children  are  living  In  a  lovely  three-bedroom 
apartment  In  a  former  Boston  school  that  has  been  transformed  Into 
seventy-five  outstanding  mixed-Income  units  —  thanks  to  SHARP. 

She  was  helped  by  a  Section  6  certificate.  But  she  was  lucky.  Two 
hundred  other  families  —  all  with  Section  8  certificates  in  hand  —  were 
turned  down.  The  housing  market  isn't  working  for  very  low  Income  people. 
The  units  simply  are  not  there.  SHARP  provides  an  Interest  subsidy  which 
decreases  over  a  15-year  period  and  is  a  loan.  Seven  thousand  five  hundred 
(7,500)  units  are  being  built  under  this  program  right  now  in  Nassaohusettts. 
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To  give  you  some  idea  of  the  effectiveness  of  SHARP,  consider  the 
following: 

—  Section  8  new  construction  on  average  laid  out  $10,CXX)  per  unit  per 
year  as  a  grant  for  a  total  federal  outlay  over  the  30  year  life  of  the 
mortgage  of  $300,000. 

—  SHARP  averages  $1,500  per  unit  per  year  for  15  years,  reducing 
itself  to  zero  at  the  end  of  the  15  years  as  a  loan  for  a  total  outlay  per 
unit  of  $22,500. 

In  addition  to  the  housing  block  grant  to  support  the  state  and  local 
role,  there  is  a  continued  need  for  rental  subsidies  such  as  are  represented 
by  Sections  231-237  of  your  bill.  Such  help  worked  for  that  young  mother  of 
four.  We  can  use  a  lot  more  of  it. 
2.     AFFORDABLE  HOHEOWNERSHIP 

It's  not  just  the  very  poorest  of  the  country's  households  that  are 
being  shut  out  of  the  housing  market.  Escalating  home  prices  have  made  it 
virtually  impossible  for  the  young  first-time  buyer,  especially  in  the 
northeast,  to  find  even  the  most  modest  home  affordable.  We  had  a  dramatic 
example  of  this  recently.  A  police  chief  on  Cape  Cod,  looking  for  new 
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officers  to  hire  for  his  force,  cane  to  the  conclusion  that  he  was  virtually 
limited  to  recruiting  19-  and  20-year-olds  still  living  at  home  with  their 
parents  —  because  more  experienced  officers,  or  older  men  with  families, 
could  not  find  homes  in  his  community. 

And,  as  in  the  case  of  the  homeless  problem,  a  look  at  national 
statistics  makes  it  clear  that  Massachusetts  is  by  no  means  alone  in  facing  a 
drop  in  homeownership.  Until  I960,  homeownorship  rates  for  the  country  as  a 
whole  had  increased  steadily  for  35  years.  Since  1980,  however,  these  rates 
have  fallen  every  year.  The  young  buyer  is  the  most  dramatic  casualty  of  this 
decline.  Among  households  headed  by  individuals  in  the  23-29  age  group, 
homeownership  fell  from  a  rate  of  43.1>K  in  1975  to  34.3yS  in  1985.  For  those 
in  the  30-34  age  group,  the  rate  fell  from  62,2%   in  1975  to  53.6JK  in  1985. 

Ve  can  get  added  perspective  on  the  homeownership  problem  by  looking  at 
median  sales  prices  from  around  the  country,  translated  into  the  income  levels 
necessary  to  meet  the  prices.  The  median  single-family  price  in  Hartford, 
Connecticut,  is  $103*900.  A  family  needs  to  earn  $40,800  a  year  to  afford  a 
house  at  that  price  —  and  $40,800  is  well  beyond  the  income  level  of  many 
young  families.  In  the  San  Diego  metropolitan  area,  a  family  must  earn 
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$43t430  to  afford  a  single-famaily  home  costing  $110,600.   In  Denver,  the 
median  sales  price  is  lower  —  $84,300  —  but  a  young  family  still  needs  to 
earn  $33,214  to  buy  a  house  at  that  price. 

Most  of  you  remember  as  I  do  that,  at  the  end  of  World  War  II,  the  VA 
and  the  FHA  made  horaeoimership  available  to  thousands  of  young  couples.  Ve 
helped  make  the  American  dream  of  homeownership  a  reality  for  those  families. 
In  1987,  ve  need  to  ensure  that  the  kinds  of  opportunities  available  then  are 
also  available  to  the  young  families  of  today. 

In  Massachusetts,  we're  creating  local  housing  partnerships  that  can 
build  affordable  housing  for  ownership.  Ve  have  created  the  Homeownership 
Opportunity  Program  (HOP)  which  uses  available  public  land,  special  grants, 
and  below-market  mortgages  to  build  housing  for  the  moderate  income  first-time 
buyer.   Dozens  of  local  communities  have  now  stepped  up  to  the  plate  and  been 
formally  designated  "partnership  communities." 

Nehemiah  Grants,  which  are  a  part  of  H.R.4,  represent  another  way  of 
making  it  possible  for  more  young  families  to  own  their  own  home.  With  a  few 
changes,  the  Nehemiah  program  —  currently  proposed  as  a  large-scale  urban 
initiative  —  could  also  become  a  smaller-scale  program  for  use  by  the  wide 
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range  of  communltlos  now  sorvod  by  Massachusetts  home ownership  programs.  What 
we  hope  the  program  can  offer  is  a  way  for  states  to  make  creative  use  of 
limited  federal  funds;  build  housing  partnerships;  and  get  housing  for 
ownership  built  and  available  —  fast. 

3.  MAINTAINING  THE  BXI3TIHG  STOCK  OF  LOV-INCOMB  HOUSING 

Ve  must  also  ensure  that  existing  low-income  housing  is  preserved  and 
improved.  That  is  why  your  efforts  in  H.R.4  to  establish  a  comprehensive 
grant  system  for  maintenance  and  repair  of  public  housing  is  so  critical. 

In  addition,  we  need  to  examine  the  expiring  use  restrictions  and 
subsidy  expirations  that  are  coming  due  on  thousands  of  HUD-subsidised  units: 
from  the  old  Section  221(d) (3) i  Section  236,  and  Section  8  programs. 
Mortgages  will  be  paid  off.  Contracts  will  expire.  And  units  will  be  lost  to 
low-inoome  people  unless  we  do  something  about  it. 

So  what  are  we  advocating? 

4.  SUMMARY 

Already  in  Massachusetts,  sixty-five  communities  have  established  local 
housing  partnerships.  Communities  are  learning  quickly  from  each  other,  and 
we  are  working  closely  with  them.  One  small  city  in  central  Massachusetts  — 
Fitchburg  —  is  a  great  example.  The  mayor  and  other  elected  officials,  city 
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staff,  community  representatives,  a  local  non-profit  organization  —  all  have 

worked  together  to  build  public  support  for  affordable  housing.  Their  success 

is  evident  in  a  number  of  ways.   In  the  last  year,  over  100  homeless  families 

in  this  city  moved  from  shelters  into  permanent  housing.  One  social  worker 

spent  hours  and  hours  of  her  time  matching  homeless  families  to  landlords.   I 

don't  think  I  need  to  tell  you  what  an  example  she  set  for  the  whole 

community.  At  the  same  time,  a  local  builder,  a  son  of  immigrants,  Yvon 

Robichaud,  decided  to  forego  a  percentage  of  his  profit  in  order  to  make  more 

units  available  at  prices  first-time  buyers  could  afford  —  so  his 

neighborhood  could  remain  diverse  and  a  rich  source  of  new  opportunities  for 

today's  young  families. 

During  the  first  fifty  years  of  federal  housing  policy  in  this  country, 
most  states  played  little  or  no  part  in  providing  decent  and  affordable 
housing  for  families  of  low  and  moderate  income. 

But  in  the  last  few  years,  state  governments  have  decided  that  we  must 
get  involved.  And,  as  we  have  learned  in  Massachusetts,  we  can  do  a  lot  irtien 
we  work  as  partners  with  the  entire  housing  community.  But  we  need  help.  We 
need  a  vital  federal  presence  to  enable  us  to  bring  down  the  barriers  to 
housing  opportunity  in  this  country. 
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I  look  forward  to  working  with  you.  And  I  know  I  speak  for  all  the 
Governors  when  I  say  that  we  will  be  ready  and  willing  to  hold  up  our  end  of 
the  bargain. 


#  #  # 
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Mr.  Chalrnan,  I  would  like  to  add  the  following  c'ommenta  on 
this  legislation  on  behalf  of  the  National  Governors* 
Association.   As  Chalrnan  of  the  NGA  Coanlttee  on  Econonlc 
Development  and  Technological  Innovation,  I  an  pleased  to  offer 
these  remarks  In  support  of  H.R.4. 

As  has  been  articulated  throughout  thla  testimony,  the 
National  Governors*  Association  (NGA)  believes  that  the 
commitment  made  In  1949  to  ensure  "a  decent  home  and  a  suitable 
living  environment  for  all  Americans"  Is  as  Important  now  as  It 
was  then.   The  NGA  believes  that  housing  must  be  relnstltuted 
as  a  top  priority  for  the  federal  government.   Therefore,  the 
NGA  endorses  the  reaffirmation  of  this  principle  as  set  forth 
In  H.R.4. 

The  NGA  supports  the  continuation  of  a  federal  role  In  the 
financing  of  emergency  shelter  programs,  until  such  time  as  the 
more  fundamental  causes  of  homelessness  can  be  alleviated. 
While  the  NGA  recognizes  the  need  for  short-term  responses  to 
the  emergency  aspects  of  homelessness.  It  urges  the 
Subcommittee  not  to  view  such  responses  as  solutions  to  the 
longer  term  problem.   The  longer  term  problem,  particularly  the 
lack  of  affordable  permanent  housing  must  be  addressed  as 
expeditiously  as  possible  If  we  are  to  effectively  respond  to 
homelessness. 

The  NGA  supports  funding  for  HUD  and  FNHA  assisted  housing 
programs  at  levels  at  least  equal  to  those  achieved  In  FT  1986, 
adjusted  upward  by  one-half  the  rate  of  Inflation  (for  HUD 
assisted  housing  programs  this  translates  Into  budget  authority 
of  not  less  than  tlO.3  billion). 

In  light  of  the  tremendous  need  for  housing  Indicated 
earlier  In  this  testimony,  the  NGA  believes  production  of  new 
housing  units  must  again  become  a  critical  component  of  federal 
housing  programs.   While  It  Is  vital  to  maintain  adequate 
levels  of  both  Section  8  vouchers  and  certificates,  the 
moratorium  which  has  effectively  been  placed  on  the  production 
of  new  units  must  be  halted. 

Since  circumstances  vary  from  state  to  state  the  NGA  would 
urge  the  Subcommittee  to  consider  a  housing  block  grant  to 
states.   This  approach  would  allow  states,  working  with  their 
local  governments,  to  tailor  program  design  and  to  determine 
the  appropriate  mix  between  new  construction  and  subsidy  for 
existing  housing  which  best  meets  Individual  needs  within  the 
state.   State  and  local  resources  for  housing  can  be  more 
effectively  combined  to  work  with  such  an  approach. 

The  federal  government  should  accord  high  priority  to 
maintaining  the  physical  and  financial  soundness  of  existing 
low  Income  federally  assisted  housing  to  ensure  Its  continued 
viability  and  af f ordablllty  for  low  Income  tenants.   The 
comprehensive  Improvement  program  for  federal  public  housing, 
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and  the  aultl-faally  housing  preservation  loan  program 
contained  In  H.R.4  attempt  to  achieve  this  goal,  and  should  be 
supported. 

The  NGA  would  appreciate  the  opportunity  to  work  with  the 
Subcommittee  on  the  Issue  of  expiring  use  restrictions  which 
threaten  to  cause  severe  dislocation  for  low  Income  families  If 
not  effectively  addressed. 

The  NGA  endorses  the  permanent  reauthorization  of  the  Home 
Mortgage  Disclosure  Act  of  1985.   This  act  Is  an  Important 
Instrument  for  overcoming  mortgage  redlining,  one  of  the 
Indirect  obstacles  to  equal  opportunity  In  housing. 

The  NGA  believes  that  federal  housing  policies  should 
recognize  the  special  needs  of  rural  areas,  and  that  the 
federal  commitment  to  rural  housing  should  remain  Intact.   The 
FMHA  should  encourage  Joint  federal /state  Initiatives  to 
develop  affordable  rural  housing. 

The  NGA  strongly  endorses  the  continuation  of  community  and 
neighborhood  development  programs,  Including  the  Community 
Development  Block  Grant  (CDBG)  Program,  and  the  Urban 
Development  Action  Grant  (UDAG)  Program. 

The  Community  Development  Block  Grant  Program  has  been 
effectively  utilized  to  address  a  wide  variety  of  needs 
Including  providing  public  and  community  facilities  and 
Infrastructure,  housing  rehabilitation,  and  economic 
development.   Both  the  CDBG  and  the  UDAG  programs  have  been 
tremendously  successful  in  leveraging  additional  private  and 
public  funds  for  projects  which  provide  significant  public 
benefit,  particularly  for  lower  Income  households. 

The  Nehemlah  Housing  Opportunity  Program  provides  a 
valuable  tool  to  assist  In  helping  low  Income  households 
realize  the  dream  of  homeownershlp .   To  ensure  that  the  program 
provides  the  widest  variety  of  choices  for  low  Income 
households,  the  following  changes  would  be  beneficial: 

1)  Eliminate  the  requirement  that  homes  must  be  located 
In  census  tracts  In  Identified  neighborhoods  In  which 
the  median  family  Income  does  not  exceed  80Z  of  the 
area  median  family  Income.   This  would  achieve  the 
dual  purpose  of  allowing  suburban  as  well  as  urban 
development,  and  would  enable  low  Income  households  to 
reside  In  mixed  Income  neighborhoods. 

2)  Eliminate  the  minimum  number  of  homes  per  project 
requirement  ~  this  would  enable  small  scale  development 
that  could  fit  within  many  existing  neighborhoods. 
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3)  To  lncr«at«  the  nunber  of  units  being  produced,  the 
program  could  be  expanded  to  profit  at  well  at 
non-profit  entltlea.   Profit  entltlet  should  be 
restricted  to  no  (or  United)  profit  on  any  units 
produced  through  the  progrsn  but  could  be  encouraged 
to  develop  nsrket  rate  units  in  conjunction  with  the 
units  assisted  through  the  program. 

4)  All  types  of  ownership  forms  should  be  encouraged: 
alngle  family,  condominiums,  cooperatives,  or  other 
forms  of  tenant  ownership.   Downpsyment  requirements 
could  be  eased  to  further  expand  the  number  of  low 
Income  houaeholds  who  can  utilize  the  program. 
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Good  afternoon,  Mr.  Chairaan  and  Beabers  of  the 
coBBittee.   I  aa  deeply  honored  by  your   invitation  to  speak  to 
you,  and  with  you,  on  the  subjects  of  housing  policy  and  of  ^ 
pending  housing  legislation.   I  appreciate  the  opportunity  to 
discuss,  with  this  distinguished  subcoaaittee,  the  real  and 
pressing  need,  and  for  soae  Aaerlcans,  the  desperate  need  -- 
for  affordable  housing.   I  hope  that  ay  testiaony  will 
contribute  to  your  iaportant  work,  work  which  I  hope  you  will 
define  as  the  design  of  a  new  housing  policy  for  Aaerlca  --  a 
new  Joint  Federal/state  housing  policy  which  is  urgently 
required  at  this  tlae  to  aeet  our  nation's  housing  needs. 

We  need  a  new  housing  policy  now  because  our  present 
policies  are  clearly  insufficient.  Hoaeownership  Is  declining 
in  Aaerlca  and  has  been  declining  since  1980.  Tne  quality  and 
affordabillty  of  rental  housing  Is  also  declining  in  our 
nation.  But  hoaelessness  --  the  national  shaae  that  Aaerlcans 
are  living  and  dying  In  the  cold  streets  and  alleys  and 
culverts  of  this  country  --  Is  not  declining:  it's  burgeoning. 
Our  nation  is  receding,  and  the  Federal  governaent  of  late 
seeas  to  have  been  retreating,  froa  the  great  goal  of  decent 
affordable  shelter  for  all  our  citizens. 

Peralt  ae  to  review  with  you,  at  least  briefly,  soae 
recent  data  on  declining  hoaeownership  levels,  on  declining 
conditions  in  rental  housing  and  on  the  virtual  explosion  In 
hoaelessness  in  the  United  States.  Such  a  review  will  not  only 
underscore  the  urgency  of  adopting  a  new  housing  policy  for 
Aaerlca,  It  should  help  us  to  identify  soae  of  the  key  probleas 
to  which  such  a  policy  aust  be  addressed. 

Let  us  look.  Initially,  at  hoaeownership.  This  is  an 
iaportant  concern  because  for  aost  faallles,  owning  a  hoae  is  a 
part  of  the  Aaerican  dreaa,  a  goal  for  which  they  save  and 
sacrifice  b  lyabol  of  faaily  security,  stability  and  success. 
Putting  can  ortablfl  housing  within  the  reach  of  our  people  Is  a 
basic  prior  iy   of  Anerlcan  governaent  -  one  with  deep,  historic 
roots.   Froa  th«  Haii«stead  Act  In  the  19th  century  to  the 
Federal  Housing  Adn  nistration.  Veterans  Adainistration  and 
Faraer's  Hoae  Adqinistratlon  laws,  the  national  governaent 
again  and  again  has  provided  essential  tools  that  aade 
hoaeownership  an  attainable  goal  for  a  aajorlty  of  Aaerlcans. 
Today,  however,  too  aany  people  are  discovering  the  door  to 
hoaeownership  is  shut.   Let  us  review  the  facts. 

First,  Aaerican  hoaeownership  levels  are  declining  and 
have  been  falling  every  year  since  1980.  Before  then, 
hoaeownership  had  risen  steadily  for  3S  years. 

An  iaportant  recent  study  conducted  by  the  Joint 
Center  for  Housing  Studies  of  the  Massachusetts  Institute  of 
Technology  and  Harvard  University  docuaented  the  decline  in 
hoaeownership  in  Aaerlca.  The  study  Indicated  that  since  1981 
the  percentage  of  hoaeowners  in  the  25  to  29  age  group  fell  by 
alaost  one  percent  each  year.   Siailarly,  for  those  between  the 
ages  of  30  and  34,  hoaeownership  has  dropped  froa  S9.3  to  54.7 
percent  in  the  past  half-decade.   For  young  faallles, 
hoaeownership  levels  are  well  below  those  of  the  1970' s. 

Part  of  the  reason  for  the  decline  in  hoaeownership  in 
the  1980's  is,  of  course,  the  skyrocketing  costs  of  buying  and 
aaintalning  a  hoae  .  Hoaeownership  cost  burdens  reaain  at 
three  tiaes  that  of  the  1970' s.  The  iapact  of  these  costs  aeans 
today's  young  faallles  confront  barriers  to  hoaeownership  that 
previous  generations  siaply  did  not  have  to  face.   Figures  froa 
the  Urban  Institute  and  other  national  sources  aake  this  point 
graphically: 
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In  1959,  a  typical  30-year-old  had  his  real  incone 
increase  491  over  the  next  10  years,  while  he  paid  161  of  his 
incone  for  the  average  hone. 

In  1973,  an  average  30-year-old  saw  his  incoae  decline 
slightly  over  the  next  10  years,  while  he  paid  211  of  his 
incoBe  for  the  average  hone. 

In  1983,  a  30-year  old  not  only  earned  less  than  the 
typical  30-year-old  in  1973  (in  constant  dollars),  but  paid  40 
I  of  his  incoBe  in  mortgage  payments.  Today,  according  to  sone 
analyts,  that  30-year-old  would  be  paying  44  I  of  his  incone 
for  housing. 

The  problem  exists  not  just  for  young  fanilies,  but 
for  all  first- tine  hoae-buyers  or  would-be  hone-buyers.   In  the 
1980 's  hoB«ownet-  h  p  levels  declined  for  alnost  every  age  group 
in  the  Ancrican  population.  Statistics  relating  to  the  size  of 
dQunpaynent^  relative  to  incone  illustrate  the  problen.   In 
197a^  thfl  typlca   hoae*tuyer  had  to  nake  a  down  paynent  of 
about  one^third  of  his  yearly  inci>tte  to  purchase  his  hone:  by 
1985,  that  share  had  risen  to  SOI.   As  Anthony  Downs  said  in  a 
recent  Brook  ng*s  Institution  publication,  "the  percentage  of 
all  potent  a  first  tine  hone-buyers  who  can  actually  afford  to 
purchase  hoies  at  today's  interest  rates  and  prices  is  nuch 
lower  than  it  was  in  the  1950's  and  1970*s.**  Today  the 
'average**  American  fanily  can  no  longer  afford  to  buy  the 
"average"  Anerican  hone.  A  fanily  earning  the  nation's  aedian 
fanily  incone  of  about  $28,000  falls  short  of  the  incoae  needed 
to  carry  the  mortgage  on  today's  aedian  price  hoae. 

Despite  recent,  and  aost  likely,  teaporary  drops  in 
nortgage  rates,  a  substantial  and  unprecedented  portion  of  the 
population  is  excluded  fron  the  housing  aarket. 

While  the  costs  of  hone  ownership  are  perhaps  aost 
consequential  in  blocking  achieveaent  of  the  Aaerican  dreaa  for 
young  faailies  and  first-tiae  hoae-buyers,  the  total  cost  of 
hoae  ownership  today  has  other  negative  consequences.   In  198S, 
the  Bortgage  default  rate  was  alaost  one  percent  of  all 
existing  aortgages,  the  highest  level  since  the  early  1970*s. 
The  foreclosure  rate  has  nearly  doubled  since  1980.  The 
MIT/Harvard  study  calls  this  "a  large  and  growing  problea  of 
aortgage  default  and  delinquency  for  the  United  States." 
Millions  of  faailies  can*t  buy  a  hoae  and  too  aany  Aaericans 
can*t  keep  the  one  they*ve  got. 

Rental  Housing  Conditions 

When  aillions  of  people  who  want  to  buy  hoaes  can*t, 
it  drives  up  rents.  And  an  already  severe  shortage  of  rental 
units  is  aade  worse.  That*s  the  law  of  supply  and  deaand. 
Let's  take  a  brief  look  at  the  rental  housing  situation  in 
Aaerica  today. 


As  hoaeownership  has  declined  since  1980,  the  nuaber 
and  proportion  of  renter  faailies  has  grown,  reaching  351  of 
all  Aaerican  households  in  1985.  As  the  nuaber  and  proportion 
of  renters  grew,  so  did  their  costs.  Median  rents  went  up  froa 
201  of  incoae  in  1970  to  291  and  higher  in  1980's.   This 
increase  is  not  only  substantial,  it  far  outstripped  the  rate 
of  inflation. 
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The  key  problea  is  that  Anerica's  tenant  population 
disproportionally  is  aade  up  of  people  who  can  least  afford 
dranatic  housing  cost  increases  --  low-incone  persons,  single 
parents,  and  ninorities.   For  low-incone  renters,  the  recent 
past  has  neant  disastrous  cost  increases;  they  saw  the  anount 
of  their  incoaes  spent  on  housing  go  up  froa  351  in  1974  to  461 
in  1983.   In  1985,  471  of  low-incoae  renters  (7,000,000 
faailies)  spent  aore  than  half  of  their  incoaes  on  rent,  while 
131  of  all  tenants  pay  aore  than  751  of  their  incoae  on  rent. 

A  aajor  reason  for  these  high,  unaffordable  rent 
increases  is  a  lack  of  supply,  and  it  is  to  this  problea  that 
considerable  policy  attention  aust  be  paid.  A  recent  national 
study  by  the  National  Low  Incoae  Inforaation  Service  showed  a 
shortfall  of  alaost  4,000,000  affordable  apartaents  in 
Aaerica.   That  study  also  showed  that  every  state  had  a 
shortage  of  affordable  apartaents.  Worse,  every  state  had  a 
aore  severe  shortage  of  affordable  apartaents  in  1985  than  it 
had  in  1980. 

Beyond  the  unaf fordability  of  apartaents,  the  nuaber 
of  tenant  households  living  in  substandard  shelter  actually 
increased  by  seven  percent  in  the  974  A3  period.   In  that 
decade  the  nuaber  of  Aaericans  living  in  inadequate  shelter 
grew  froa  3,600,000  to  around  3,900,000.  Although  5,000,000 
new  aulti-faaily  units  were  built  b«tv««n  97  and  1985,  the 
nuaber  of  structurally  inadequate  rental  units  actually 
increased.  For  every  100  units  of  dilapidated  apartaents 
withdrawn  froa  the  housing  aarket  in  a  typical  decade,  107 
apartaents  slip  into  inadequacy;  and  nearly  500,000  lower-rent 
apartaents  disappear  each  year  -  through  building  conversion 
arson,  abandonaent,  inflation  and  deaolition. 

Hopelessness 

Nothing  so  clearly  deaonstratei  our  need  for  new 
housing  policies  than  the  shocking  phenoaenon  of  hoaelessness. 
The  past  decade  has  witnessed  an  explosion  in  the  size  and 
diversity  of  our  homeless  population.   Estiaates  of  the  nuaber 
of  the  hoaeless  vary  froa  330,000  to  3,000,000  Aaericans,  while 
e«t  a«te»  of  the  annual  growth  of  the  hoaeless  population  vary 
irom   lot  to  nearly  401.  However,  there  is  little  variation  in 
the  percept  on  of  the  problea  as  a  crisis  -  the  National 
Governors  Association,  Congressional  coaaittees,  reporters,  and 
housing  advocates  have  all  used  that  tera.  The  aany  Aaericans 
who  have  no  decent,  private  place  to  sleep  tonight  is  a  crisis, 
one  that  aocks  our  claia  to  be  a  prosperous  and  sufficiently 
huaane  society. 

Unlike  the  stereotype  of  the  lone  drifter,  the  Bowery 
bua,  the  mentally  unbalanced,  today's  hoaeless  are  mostly 
functioning  adults  and  faailies  with  children  -  -  a 
representative  cross  section  of  the  poverty  population. 

Peter  Kerr  of  The  New  York  Tiaes  saw  clearly  the 
linkages  aaong  the  topics  we  have  been  talking  about.   In  the 
winter  of  1985,  he  wrote:  "the  same  economic  forces  that  aake 
it  iapossible  for  aiddle  class  faailies  to  buy  their  first 
hoaes  prevent  soae  of  the  poor  -  those  who  have  been  evicted, 
burned  out  or  forced  out  -  froa  finding  any  shelter  at  all." 

Why  do  we  need  a  new  housing  policy  for  Aaerica? 
Because  we  want  aore,  not  fewer,  young  aiddle  and  working-class 
faailies  to  be  able  to  buy  a  hoae.  Because  we  want  fewer,  not 
aore,  tenants  to  live  in  dilapidated  apartaents.   Because  we 
want  no  one,  no  Aaerican  to  be  shelterless. 
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Continuation  of  Recent  Federal  policies  will  not 
Expand  HoaeownersMp.  lap  rove  Rental  housing  conditions  or 
Prevent  Hoaeiessness 

In  1981,  budget  authority  for  low  incoae  housing 
prograas  approxiaated  $30  billion;  by  1985  it  had  fallen  to 
ilO.8  billion.  At  the  very  least,  these  cuts  have  not  helped 
aeet  Aaerica's  housing  needs.  As  the  nuaber  of  nev  faailies 
receiving  Federal  housing  assistance  has  declined  fron  393,000 
in  1973  to  69,000  in  198S,  we  witness  a  nounting  af f ordability 
and  quality  crisis  in  rental  housing  and  expanding      ^ 
hoaelessness.  These  cuts  do  not  help,  have  not  helped. 

Last  year,  in  the  face  of  declining  hoaeownership 
levels,  the  federal  governaent  sharply  restricted  the  ability 
of  state  and  local  governaents  to  encourage  hodebu^ing,  by 
curtailing  use  of  aortgage  revenue  bonds.  Thi»  year,  Reagan 
budget  proposals  would  aake  Mortgaged  sore  expensive  by 
requiring  new  fees  and  liait  ng  governaent-backed  aortgages. 
Higher  loan  origination  fees  and  higher  aortgage  insurance 
rates  on  FKA  and  VA  insured  aortgafes,  added  to  a  proposed 
prohibition  on  includ  ng  c  osing  fees  in  the  nartgagc  --  newly 
proposed  policies  --  will  negatively  tapact  on  hundreds  of 
thousands  of  faailies.  The  door  to  homeovnership  s  already 
shut  for  aillions  of  Aaerican  faailies;  the  federal  governaent 
should  not  now  hide  the  key  froa  hundreds  of  thousands  aore. 

As  our  nation  confronts  a  critical  shortage  of 
affordable  rental  units,  HUD  subsidies  for  new  construction  and 
rent  of  apartaents  for  low  incoae  faailies  and  senior  citizens 
have  been  cut  draaatically.   Funds  for  new  construction  of 
public  housing  units  have  been  virtually  eliainated.  Last 
year,  tax  incentives  for  the  construction  of  aulti-faaily 
housing  were  reduced.   This  year,  efforts  to  sell  off 
affordable  public  housing  units  intensify.  Continuation  of 
these  policies  will  not  help  us  aeet  the  housing  needs  of  our 
people. 

The  States  Respond:  Housing  Policy  in  the  Aaerican 

States. 1980-1986 

The  states  have  responded  to  the  housing  probleas 
identified  with  a  reaarkably  diverse  array  of  substantial, 
targetted  and  iaaginative  new  prograas.  More  than  half  of  the 
states  have  enacted  or  adopted  one  or  aore  new  aajor  housing 
prograas  since  1980.  My  analysis  of  a  recent  coapendiua  of 
state  housing  initiatives,  published  by  the  Council  of  State 
Coaaunity  Affairs  Agencies,  revealed  a  total  of  119  new  housing 
prograas  enacted  or  adopted  by  state  governaents  since  1980,  a 
total  that  certainly  under  estiaates  total  activity  as  8  states 
did  not  participate  in  this  survey.  The  states  have  adopted 
prograas  to  aeet  at  least  10  different  diverse  housing  needs. 

These  include  providing  financial  assistance  for  new 
construction  of  housing,  providing  financial  assistance  for  the 
substantial  rehabilitation  of  existing,  substandard  housing 
units,  granting  rental  assistance  for  low  and  aoderate  incoae 
faailies,  expand  ng  hoaeownership  via  downpayaent  assistance 
and/or  interest  rat«  buy  downs,  aeeting  the  special  needs  of 
elderly  and  hand  capped  citizens,  providing  financial 
assistance  to  local  governaents  and  non-profit  housing  sponsors 
for  land  acquisition  and  developaent. 
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Fifteen  states  have  adopted  housing  trust  funds  since 
1986--dedicating  a  peraanent,  stable,  annually  renewable 
revenue  source  in  order  to  aeet  housing  needs.  Ten  states  have 
adopted  new  prograas  to  give  planning  assistance  to  local 
governaents  and  non-profits.  A  nuaber  of  states  have 
experiaented  with  regulatory  relief  in  an  effort  to  aake 
housing  aore  affordable. 

The  states  have  sought  new  partners,  and  aany 
different  revenue  sources,  in  their  quest  to  cope  with  housing 
probleas.  State,  county,  and  local  governaents  have  gotten  aore 
sophisticated  in  working  with  corporate,  foundation,  and 
non-profits  housing  sponsors. 

To  aeet  the  housing  needs  of  the  1980 's  State  and 
local  governaents  have  used  general  fund  revenues,  general 
obligation  bonds,  taxes  on  real  estate  title  transfers, 
offshore  oil  revenues,  casino  taxes,  and  racetrack  revenues-- 
we  have  diversified  our  search  for  funding  sources  far  beyond 
the  traditional  aortgage  revenue  and  industrial  redevelopaent 
bond  vehicles.  This  year,  or  next,  states  will  issue  taxable 
bonds  and  new  housing  securities. 

Not  counting  HRB's  or  IRB's,  states  (with  all  of  the 
liaitations  on  their  tax  bases)  will  have  spent  aore  than  3 
billion  dollars  of  tax  and  bond  revenues  to  aeet  housing  needs 
of  the  1980's. 

What  does  all  this  aean?  Surely  not  that  states  can  go 
it  alone.  With  all  of  the  effort,  all  of  the  iaagination,  all 
of  the  experiaentation,  and  several  billion  dollars  in  state 
level  activities,  we  are  falling  behind,  ever  farther  behind, 
in  aeeting  the  housing  needs  of  our  people.  We  need  increased 
federal  involveaent.  But,  now,  after  6  years  of  state  level 
innovation  and  experience,  the  states  are,  I  think,  ready  to 
use  Federal  involveaent  in  new  and  better  ways:  The  states  will 
probably  want  to  help  shape,  not  just  iapleaent,  federal 
Housing  policy.  State  level  housing  policy  was  largely 
derivative  froa  Federal  housing  policy  froa  1937-1980:  It  is 
unliklely  to  be  derivative  in  the  future.  The  states  seea  ready 
now  to  be  full  equal  partners  that  the  federal  governaent  ought 
to  want.  The  states  seea,  to  ae,  to  be  ready  for  a  robust 
Federalisa  on  housing  policy^. 

The  statistics  which  I  cited  on  state  involveaent  in 
housing  don't  really  sive  the  flavor  of  how  we,  at  the  state 
level,  have  been  working  on  housing  probleas.  Let  ae  tell  you 
just  a  little  about  what  we've  been  doing  in  New  Jersey.  Host 
of  the  legislation  1*11  discuss  was  of  av  sponsorship,  so  I'll 
be  happy  to  answer  any  questions  about  this  legislation.  I 
should  stress  that  these  bills,  all  of  which  were  bi-partisan 
bills,  have  now  given  New  Jersey  the  legislative  fraaework 
whereby  the  state  can  be  a  full  partner  to  the  proposed  federal 
activities  that  I  will  speak  of  later. 

First,  in  1984,  we  created  the  New  Jersey  Housing  and 
Mortgage  Finance  Aaency,  bringing  all  the  state  governaent's 
operations  in  housing  under  one  roof  for  the  first  tiae. 
More  than  that  we  gave  this  new  agency  bold,  new  powers. 
Traditionally,  state  housing  finance  agencies  have  principally 
been  issuers  of  tax-free  housing  revenue  bonds;  a  role  that 
will  be  reduced  as  a  result  of  federal  leaislation  that  has 
capped  the  ability  of  states  to  issue  such  bonds. 

The  NJ  HMFA  has  a  vastly  increased  capacity  to  attract 
private  sector  capital  to  provide  housing  opportunities.  The 
agency  can  sell  the  traditional  tax-free  bonds,  but  it  can  also 
tell  taxable  bonds  and  tell  stock  in  projects,  through  itt 
Housing  Assistance  Corporation  subsidiary.  The  agency  can  also 
sell  securities  backed  by  agency  loan  pools. 
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In  addition  to  expanding  the  available  financing 
■echanisBS,  we  expanded  the  agency's  array  of  prograas.  Beyond 
traditional  construction  and  permanent  f  nancing  xhe  new 
agency  can  co-venture  housing  developnents  with  private 
developers  participating  tin  a  shared  equ  ty  and  shared 
appreciation  basis.  This  aeans  that  money   lent  to  developers 
and  private  investors  at  reduced  ntereit  rates  can  be 
recaptured  by  the  agency  when  bu  Idtnga  are  refinanced  or  sold. 
The  agency  can  recieve  a  modest  publ  c  sector  prof  t  which  is 
then  available  to  be  relent  for  new  afford^b  e  housing 
projects.  It's  a  use  of  public  funds  that  makes  sense. 
Developers  who  benefit  fron  lower  interest  rate  Mortgages  are 
being  helped  to  sake  a  profit  by  taxpayers.  It  is  only  fair 
that  the  public  should  sake  sone  noney  on  the  noney  that  the 
public  sector  invested  too. 

The  agency  can  act  as  a  reciever  of  substandard 
properties,  rehabilitating  those  properties  and  re-selling  thea 
to  tenant  associations  who  are  given  technical  assistance  so 
that  they  can  own  and  aanage  these  properties.  This  power  was 
further  enhanced  by  the  Old  Factories/New  Neighborhoods  Act 
which  authorized  the  HMFA  to  work  with  cities  and  neighborhood 
groups  interested  in  converting  abandoned  factories  into  new, 
affordable  housing  units. 

Perhaps  the  aost  exciting  new  prograa  is  the  agency's 
Lease-Purchase  housing  prograa.  Lease-Purchase  helps  young, 
aoderate  incoae,  families  to  own  hoaes  when  they  otherwise 
couldn't  afford  to  do  so. 

In  New  Jersey  faailies  can  now  pay  rent  for  their 
chosen  hoae  for  a  24-36  aonth  lease  period.  At  the  end  of  the 
lease  period  the  family  has  the  option  to  use  a  portion  of 
their  rent  payaents  that  have  been  held  in  escrow  for  thea  for 
the  purpose  of  a  downpayaent  on  the  hoae  that  they  have  been 
living  in.  During  the  lease  period  the  home  is  either  owned  by 
the  builder  or  a  non-profit  group  who  agrees  to  lease  the  hoae 
to  the  prospective  hoaebuyer  in  return  for  a  construction 
subsidy  from  the  HMFA.  The  family  is  also  given  a  aortgage 
interest  rate  coamitment  from  the  HMFA  at  the  time  they  begin 
their  lease,  so  that  the  faaily  knows  it  will  be  able  to  afford 
the  mortgage  payments  if  they  successfully  complete  their  lease 
period. 


Finally,  the  HMFA  was  authorized  to  work  with  the 
employers  of  New  Jersey  to  encourage  employer  assisted  housing. 
Corporations,  as  employers  are  a  major  national  financial 
resource,  yet  employers  play  almost  no  role  in  housing  finance 
in  this  country.  In  Western  Europe  and  Japan  employers  are  key 
players  as  both  developers  and  financiers  of  housing  for 
workers. 

In  many  areas  of  the  nation,  such  as  New  Jersey, 
excessive  housing  costs  threaten  further  economic  growth. 
Encouraging  employers  to  participate  in  housing  New  Jersey's 
employees  we  believe  makes  good  economic  sense  for  both  the 
employers  and  the  state. 

In  suaaary,  the  N.J.  HMFA  is  prepared  to  be  a  partner 
with  the  private  sector  and  the  federal  government  in  a 
diversity  of  ways. 

The  second  major  bill  that  we  passed  was  the  Urban  and 
Balanced  Housing  Act.  This  legislation  created  a  state  housing 
trust  fund.  This  annual,  dedicated  source  of  revenue,  now 
totalling  some  $20  aillion  per  year  is  basically  used  to  help 
subsidize  and  stimulate  the  construction  of  thousands  of  new 
affordable  rental  units  for  low  and  aoderate  incoae  faailies. 
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The  prograa  provides  a  one- tine,  up-front  subsidy 
which  is  aore  easily  adninistered  and  less  costly  than  other 
subsidies.  This  subsidy,  averaging  approxiaately  $10,000  per 
unit  has  proven  to  be  a  sufficient  incentive  to  the  shelter 
industries  and  non-profits  to  produce  new  rental  units. 
Municipalities  coapete  for  the  funds  and  are  required  to  aake 
cost-saving  contributions  such  as  donations  of  land,  zoning 
density  bonuses,  partial  tax  abateaents  and  the  like.  The  state 
also  provides  long-tera,  fixed-rate,  peraanent  financing  at 
interest  rates  designed  to  enhance  affordability. 

Our  approach  has  generated  thousands  of  new  houses,  apartaents 
and  hoae  iaproveaents  in  New  Jersey.  The  lobs,  and  the  sales 
and  incoae  tax  revenue  created  by  this  public  and  private 
investaent  produces  aore  than  enough  revenue  to  repay  the 
public  treasury  for  the  public  aoney  spent. 

The  third  key  bill  which  we  passed  in  New  Jersey  was 
ay  Prevention  of  Hoaelessness  Act,  which  also  passed  in  1984. 
It  also  aakes  sense  both  aorally  and  econoaically.  The  prograa 
helps  keep  faailies  together  by  helping  thea  hold  onto  hoaes 
through  snort-tera  subsidies.  The  cost  of  providing  short-tera 
cash  payaents  to  prevent  hoaelessesness  has  proved  to  be  auch 
less  costly  than  having  a  faaily  becoae  hoaeless  and  enter  the 
expensive  welfare  systea. 

Our  prograa  has  aade  getting  an  affordable  and  good 
hoae  an  attainable  dreaa  for  over  17,000  New  Jersey  faailies  in 
just  the  last  two  years. 

New  Hoaebuyers  Provided  Mortgages  8,000 

New  Apartaents  Constructed  4,700 

Faailies  Helped  to  Keep  Their  Hoaes  3,800 

Life  Safety  Equipaent  Loans  1,000 

At  this  rate,  our  hoae  building  and  ownership  bills 
will  help  at  least  165,000  faailies  by  the  year  2000. 

Soae  in  Washinston  would  have  government  abandon 
America's  historic  coaaltaent  to  affordable  hoaes  for  our 
faailies  and  to  the  health  of  our  coaaunities.   But  our 
prograas  aake  our  governaent  work  for  averase  Aaericans  and 
those  in  teapurary  need  -  and  do  so  cost  effectively. 

A  law  :BPU»lTm  Policy  For  America:  _A_lQJ'jg^^^  Proposal 

Based  on  the  New  Jersey  experience,  and  that  of  the 
other  state  programs  I  have  studied,  may  I  now  present  for  your 
consideration  a  10  point  proposal,  for  a  new  hx>using  policy  for 
America. 

To  broaden  homeownership,  to  help  young  faailies  and 
first-tiae  hoaebuyers  effectively  enter  tne  housing  market,  it 
is  necessary  to  bring  down  payaents  and  interest  rates  within 
reach.  The  Federal  governaent  can  help  with  both  down  payment 
assistance  and  interest  rate  buy-downs,  at  no  ultimate  cost  to 
the  taxpayer. 

To  help  young  families  accrue  the*  needed  down  payment 
to  buy  a  home,  we  could  establish  a  national  lease-purchase 
homeownership  prograa  --  perhaps  one  aodelled  on  the  successful 
New  Jersey  Lease  Purchase  effort. 

Over  the  past  two  years,  our  Lease-Purchase  program 
encouraged  the  construction  of  hundreds  of  new  homes  in  several 
urban  centers,  helping  hundreds  of  young  couples.  More  such 
housing  is  under  construction  now.   I  hope  that  a  National 
Lease-Purchase  Homeownership  Law  will  be  considered  in  the 
Congress  in  the  near  future. 
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An  even  more  expansive  prograa  of  help  with  do%ni 
paynent  burdens  can  and  should  be  undertaken  by  establishing  a 
shared-equity  or  co-investaent  aortgage  fund  -  a  National 
Housing  Investment  Corporation  -  which  would  recapture 
principal  and  interest  or  appreciation  in  later  years  when  the 
family  would  have  a  better  income  foundation  or  when  they  sell 
their  first  home  to  "move  up'*.  A  National  Housing  Investment 
Corporation  would  make  our  government  a  full  housing  partner, 
investing  in  the  two  best  assets  we  have  -  our  families  and  our 
housing  stock.   It  would  have  an  equity  interest  in  a 
diversified,  high-quality  portfolio  of  appreciatiing  housing 
assest,  so  that  the  realized  appreciation  could  be  reinvested 
to  produce  an  even  larger  number  of  affordable  new  housing.   By 
making  a  secondary  market  in  shared-equity  mortgages,  such  as 
those  from  the  Government  National  Mortgage  Association 
(GNMA*s)  and  the  Federal  National  Mortgage  Association  (FNMA's) 
do  with  other  mortgage-backed  securities,  the  power  of  major 
private-sector  financial  entities  can  be  brought  to  bear  to 
produce  and  maintain  affordable  homes.  A  National  Housing 

Investment  Corporation  also  could  conventure  housing  activities 
with  labor  unions,  community  groups,  and  religiously  oriented 
nonprofit  organizations  -  and  could  do  so  on  a  deferred, 
shared-appreciation  basis  so  that  these  nonprofit  organizations 
could  acquire  complete  ownership  over  time. 

Down  payments  for  first-time  homebuyers  also  could  be 
reduced  somewhat  within  existing  programs,  if  GNMA  and  FNMA 
regulations  were  modified  to  permit  prudently  higher 
loan-to-value  ratios. 

A  third  means  of  helping  young  families  to  accrue  the 
down  payments  they  need  would  involve  creating  a  National 
Employee  Homeownership  Program,  permitting  employers  to  provide 
down  payment  assistance  to  their  employees  on  a  basis  which  is 
tax-advantageous  to  both  employers  and  employees.  The  Federal 
government  already  is  doing  this  to  encourage  acquisition  of 
stock  ownership.  Many  employers  are  beginning  to  get  involved 
in  employee  homeownership  activities;  many  more  could  be 
encouraged  to  do  so.   I  recommend  that  Congress  consider  a 
National  Employer  Assisted  Housing  Act. 

These  three  programs,  along  with  a  new  construction 
program  for  rental  housing,  might  well  be  funded  and 
administered  via  a  new  Federal  Housing  Trust  Fund.   Such  a 
trust  fund,  like  those  adopted  in  15  of  our  states,  would 
dedicate  a  permanent,  annually  renewable  revenue  source  to 
meeting  the  nation's  housing  needs.  A  Federal  housing  trust 
fund  would  directly  support  and  require  state-level  housing 
activities  via  a  matching  requirement.  In  this  way,  the  Federal 
trust  fund  dollars  would  be  doubled  (and  perhaps  more  than 
doubled  by  including  employer,  corporate,  foundationa  and 
non-profit  cash  contributions. 

A  federal  housing  trust  fund  expending  $2  billion  per 
year,  matched  by  the  states  and  private  sector,  could  produce 
400,000  new  units  anually,  for  low  and  moderate  income 
families,  based  on  an  average  subsidy  of  $10,000  per  unit. 
Beyond  the  obvious  benefits  of  homeownership  and  improved 
rental  housing,  this  would  strongly  advantage  the  states'  (and 
America's)  economic  development.  New  construction  of  housing, 
will  provide  thousands  of  additional  jobs.  It  also  creates 
profits  (and  employment)  in  real  estate,  -financial  services  and 
housing  related  product  industries. 

Individual  housing  accounts,  like  the  popular  and 
successful  individual  retirement  accounts,  also  would  be  a 
useful  way  to  help  first-time  home-buyers  accrue  needed  down 
payments. 
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As  important  as  down  payii«nt  assistance  is  in  solving 
the  housing  affordability  dllottsa,  so  Is  interest  rate 
assistance.  Here  I  strongly  advocate  returning  to  the  states 
the  full  capacity  to  Issua  n«eded  levels  of  tax-free  mortgage 
revenue  funds.  The  recently  enacted  Federal  tax  code  iapacts 
on  this  capacity  severely,  but  the  stitet  did  a  good  job  at 
■odest  consequence  to  the  Federal  Treasury  and  we  should  give 
back  to  then  the  full  use  of  the  tax-free  bond  tool.   I  also 
advocate  establishing  a  kind  of  rainy  day  fund,  a  reserve  fund 
of  aonevs  to  be  used  countercyclicallv,  to  nake  housing  nore 
affordable  when  interest  rates  rise  above  certain  threshold 
levels. 

The  five  programs-a  lease-purchase  law,  a  National 
Housing  Investnent  Corporation,  an  Employer  Assisted  Housing 
Act,  individual  housing  accounts,  and  restoration  of  mortgage 
revenue  bond  capacity  -  could  put  millions  of  American  families 
in  the  homes  they  want  to  buy  at  little  or  no  ultimate  cost  to 
taxpayers. 


To  build  and  rehabilitate  the  rental  units  America's 
tenants  need,  I  advocate  four  major  national  efforts.  First, 
we  need  a  new  production  program  to  stimulate  the  construction 
of  hundreds  of  thousands  of  new  affordable  rental  units  across 
America  every  year.  Perhaps  our  New  Jersey  Urban  and  Balanced 
Housing  Finance  law  could  be  a  model  for  the  national  program. 

Second,  an  Old  Buildings,  New  Communities  Law  to 
encourage  the  production  of  affordable  apartments  via  the 
conversion  and  rehabilUar.ion  of  empty  buildings  should  be 
enacted  and  properly  funded   This  bill  would  differ  from 
existing  rental  rehabl  ita  ion  programs  in  three  ways:  by 
emphasizing  a  government  partnership  with  nonprofit  community 
groups,  labor  unions,  and  religiously  oriented  development 
entities;  by  concentrating  on  empty  and  abandoned  buildings  so 
as  to  eliminate  displacement  effects;  and  by  encouraging 
mixed-use  projects  to  include  viable  neighborhood  stores  and 
service  businesses.  Mixed-use  projects  tend  to  enhance  the 
success  of  conversion/rehabilitation  efforts  and  maximize 
ultimate  pay-back  to  the  Federal  Treasury.  I  see  this 
partnership  of  the  Federal  government  and  nonprofit  housing 
entities  as  immensely  beneficial  to  both  partners  and,  quite 
probably,  without  cost  to  the  taxpayer. 

Third,  we  must  restore  favorable  tax  treatment  to 
builders  who  will  construct  affordable  apartments  and  to  state 
governments  who  wish  to  use  tax-free  bond  instruments  for 
low- income  housing. 

Still  on  tenant  issues,  the  Federal  government  should 
recommit  itself  to  a  decent,  expansive,  public  housing  policy. 
We  should  fund  fully  the  adequate  upkeep  of  existing  public 
housing  units,  for  we  do  not  want  the  goverhoiflnt  to  be  or  to 
become  our  nation's  worst  slumlord.  Me   should  constrain 
efforts  at  privatization  so  that  public  housing  occupants  are 
not  forced  to  buy  unsound  apartments  at  unfair  prices.  We  also 
should  fund  the  construction  and  upkeep  of  needed  new  public 
housing  units  -  at  least  when  and  where  local  committees  stand 
ready  to  welcome  and  support  them. 

Finally,  we  must  act  decisively  to  pass  an  acceptable 
version  of  the  Homeless  Persons  Survival  Act.  We  can  prevent 
much  homeleiinea*  on  a  cost-effective  basis;  our  New  Jersey 
Prevention  of  HoHle^sness  Law  demonstrates  that.  We  can,  and 
have  to,  shelter  the  already  honeless  preserving,  not 
separating,  families;  prDsoting  their  dignity  and  independence 
via  job-training,  counselling,  and  other  programs.  Those  who 
will  sleep  in  a  warm,  comfortable,  private  place  tonight  must 
see  to  it  that  all  of  our  fellow  citizens  who  won't,  soon  can. 

Thank  you  for  your  time  and  consideration. 
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TISTIMONYOr 

THI  COUNCIL  OF  STATU  HOUSING  AGINCIIS 

BEFORE 

HOUSING  SUBCOMMITTEE  OF  THE 

HOUSE  BANKING  COMMITTEE 


DellTtrtd  By  F.  Lynn  Laalltn   . 

ExtcutiTt  DIrtctor 

KtBtacky  Hoiislag  Corpormtloa 

PrMldtat  of 

Tilt  CoHBcIl  of  SUtt  Houslag  AgtaclM 


THE  COUNOL  OF  STATE  HOUSING  AGENCIES  (CSHA)  REPRESENTS  THE 
57  STATE  CHARTERED  HOUSING  FINANCE  AGENCIES  NATIONWIDE. 
COLLECTIVELY  OVER  THE  PAST  19  YEARS.  THESE  AGENOES  HAVE  PROVIDED 
THE  FINANCING  FOR  OVER  790.000  SINGLE  FAMILY  HOME  PURCHASES  AND 
THE  PRIVATE  SECTOR  CONSTRUCTION  OR  REHABILITATION  OF  OVER  650,000 
RENTAL  UNITS,  384.541  OF  WHICH  WERE  BUILT  WITH  DIRECT  FEDERAL 
SUBSIDIES.   THE  RECIPIENTS  OF  THIS  HOUSING  ARE  SUBSTANTIALLY  LOW  OR 
MODERATE  INCOME  FIRST-TIME  HOMEBUYERS.  OR  RENTERS.  .AS  OTHER 
PRIORITIES  HAVE  CAPTURED  THE  ATTENTION  OF  CONGRESS.  AND  SUBSE- 
QUENTLY A  LARGE  PORTION  OF  AVAILABLE  FEDERAL  DOLLARS.  HOUSING 
OUR  NATION'S  POOR  HAS  MORE  AND  MORE  BECOME  THE  PURVIEW  OF  THE 
STATES.  WITH  THE  MEMBER  AGENCIES  OF  CSHA  IN  THE  FOREFRONT.  STATES 
HAVE  DEVELOPED  HOUSING  PROGRAMS  TO  REPLACE  ELIMINATED  OR  UNDER- 
FUNDED FEDERAL  HOUSING  PROGRAMS  FOR  NOT  ONLY  LOW  INCOME 
AMERICANS.  BUT  FOR  THE  ELDERLY.  THE  HANDICAPPED  AND  THE  HOMELESS 
AS  WELL.   NATIONAL  HOUSING  POLICY  HAS.  IN  REALITY,  BECOME  THE 
AGGREGATE  OF  STATES'  HOUSING  POLICIES.   IN  THE  FOLLOWING  PAGES  WE 
PROVIDE  YOU  WITH  EXAMPLES  OF  SUCCESSES  AND  FAILURES  OF  STATE 
USAGE  OF  FEDERAL  HOUSING  PROGRAMS  AS  WELL  AS  EXAMPLES  OF  STATES' 
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OWN  INITIATIVBS. 

CSHA  IS  PLEASED  THAT  THE  lOOTH  CONGRESS,  AGAIN  THIS  COMMITTEE 
IN  PARTICULAR,  IS  BEGINNING  TO  PLAN  FOR  A  NATIONAL  HOUSING  POLICY. 
AS  THE  MEMBERS  OF  THIS  COMMITTEE  ARE  AWARE,  HOUSING  HAS  BEEN  A 
BACK  BURNER  ISSUE  FOR  TOO  LONG.   WE  SALUTE  YOUR  PAST  EFFORTS,  MR. 
CHAIRMAN,  AND  LOOK  FORWARD  TO  WORKING  WITH  YOU  NOW  TO  SUCCEED 
IN  A  TASK  FOR  WHICH  YOU  HAVE  EXPENDED  SO  MUCH  ENERGY  OVER  THE 
YEARS. 

HOUSING  POLICY.  THE  RQLBS  QF  THE 
riDBRAL  ANP  STATE  GQYERWMIWTS 

AS  WE  ARE  ALL  AWARE,  THE  HOUSING  ACT  OF  1949  ESTABLISHED  A 
NATIONAL  GOAL  OF  A  DECENT  HOME  AND  A  SUITABLE  LIVING  ENVIRONMENT 
FOR  ALL  AMERICANS.   THE  FRUITS  OF  THAT  COMMITMENT  HAVE  BEEN  BORN 
OUT.   OVER  THE  COURSE  OF  THE  PAST  38  YEARS,  AMERICA  HAS  BECOME  THE 
BEST-HOUSED  NATION  IN  HISTORY.   YET,  THERE  IS  FAR  TO  GO.   RECENTLY 
THE  PLIGHT  OF  THE  HOMELESS  IN  AMERICA  HAS  GAINED  NATIONAL  ATTEN- 
TION.  EMERGENCY  RELIEF  FOR  THE  HOMELESS  HAS  ALREADY  BEEN  PASSED 
BY  CONGRESS.   CONCERNED  CITIZENS  EVERYWHERE  SALUTE  THESE 
MEASURES.   THEY  WILL  HELP  PROVIDE  MUCH  NEEDED  RELIEF.   ON  THE 
OTHER  HAND  THOUGH  THEY  ARE  NOT  ENOUGH.   THE  PROBLEM  OF  HOME- 
LESSNESS  CAN  BE  TRACED  DIRECTLY  TO  ONE  STRUCTURAL  PROBLEM:   THERE 
IS  A  SEVERE  HOUSING  AFFORDABILITY  CRISIS  IN  AMERICA.   THE  HARDCORE 
POOR,  THE  UNEMPLOYED.  UNSKILLED  AMERICAN  IS  SHELTERLESS  BECAUSE  IN 
MANY  INSTANCES  THE  WORKING  POOR  OCCUPY  PLACES  IN  THE  WELFARE 
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HOTELS  AND  HOMELESS  SHELTERS.  THE  NEED  IS  FOR  GOVERNMENTS  - 
FEDERAL,  STATE,  AND  LOCAL  TO  WORK  WITH  THE  PRIVATE  SECTOR  TO 
ENSURE  AN  ADEQUATE  STOCK  OF  DECENT,  AFFORDABLE  HOUSING. 

IN  RECENT  YEARS,  THE  FEDERAL  GOVERNMENT  HAS  ABROGATED  ITS 
ROLE  IN  THIS  AREA.   THE  FAILURE  OF  CONGRESS  TO  PASS  A  HOUSING  BILL 
IS  CLEAR  EVIDENCE  OF  THIS,  AS  ARE  THE  ADMINISTRATIONS  PROPOSED 
FISCAL  YEAR  1988  BUDGET,  THE  HOUSING  RELATED  PROVISIONS  OF  TAX 
REFORM  AND  THE  GOVERNMENT'S  EFFORT  TO  REDUCE  THE  INDERAL 
MORTGAGE  AND  GUARANTEE  PROGRAMS.    IN  THE  PAST  EACH  OF  THESE 
LEGISLATIVE  CHANNELS  HAS  PROVIDED  US,  THE  STATE  AND  LOCAL  GOVERN- 
MENTS, WITH  MUCH  NEEDED  TOOLS  TO  INDUCE  PRIVATE  SECTOR  PARTI- 
OP  ATION  IN  THE  LOW  INCOME  HOUSING  ARENA. 

THIS  COMMITTEE  MUST  DEODE  FIRST  WHAT  ROLE  THE  FEDERAL 
GOVERNMENT  WISHES  TO  PLAY  IN  HOUSING.   IT  IS  LUDICROUS  TO  CONTINUE 
TO  PIECEMEAL  POLICY  THROUGH  A  SERIES  OF  UNRELATED  LAWS.   THE 
CURRENT  ADMINISTRATION  HAS  CONTINUOUSLY  PROPOSED,  AND  TO  A  LARGE 
EXTENT  WON,  SIGNIFICANT  CUTBACKS  IN  FUNDING  FOR  HOUSING  PROGRAMS. 
IT  HAS  ALSO  ELIMINATED  MOST  OF  THE  TAX  CODE  INCENTIVES  FOR  RENTAL 
HOUSING.    DURING  THE  TAX  REFORM  DEBATE.  THOSE  WHO  WORKED  HARD  TO 
RETAIN  SOME  INCENTIVES  FOR  HOUSING  FREQUENTLY  MET,  WHAT  BECAME 
AN  ALL  TOO  FAMILIAR  OBJECTION:  TAX  CODE  SUBSIDIES  FOR  HOUSING  ARE 
INEFFICIENT.   WE  BELIEVE  HOUSING  IS  BEST  RUN  THROUGH  HUD." 

TRY  AS  WE  DID,  WE  WERE  UNABLE  TO  MAKE  MOST  MEMBERS  AWARE, 
OR  MAKE  THEM  CARE,  THAT  FOR  THE  MOST  PART  STATES  WERE  RELYING  ON 
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THE  TAX  CODE  AS  THE  PRIMARY  PRODUCTION  INCENTIVE  AND  ON  DIRECT 
SPENDING  AS  A  BACK-UP.   NO  LONGER  CAN  THAT  BE  THE  CASE.   ALTHOUGH 
ONLY  EARLY  RESULTS  ARE  IN.  IT  IS  WIDELY  BELIEVED  THAT  THE  TAX 
REFORM  ACT  OF  1986  WILL  HAVE  A  SIGNIFICANT  NEGATIVE  IMPACT  ON 
HOUSING  PRODUCTION  FOR  LOW  AND  MODERATE  INCOME  RENTERS.   TAX 
REFORM  HAS  FORCED  US  AT  THE  STATE  LEVEL  TO  THE  VERY  LIMITS  OF 
INNOVATION  AND  CREATIVITY  IN  STRUCTURING  FINANCING  FOR  PRIVATE 
SECTOR  PARTiaPATION.   AS  IMPORTANT  AS  HOUSING  AUTHORIZATION  AND 
APPROPRIATIONS  WERE  PRIOR  TO  TAX  REFORM,  THEY  ARE  NECESSITIES  NOW. 

WBCBSSARY  COMPONENTS  QF  A  HOUSING  BILL 

AS  YOU  KNOW,  SEVERAL  STATES  HAVE  RESPONDED  TO  THE  LESSENING 
OF  FEDERAL  INVOLVEMENT  IN  HOUSING  BY  CREATING  INNOVATIVE  AND  COST 
EFFICIENT  PROGRAMS.   UNFORTUNATELY  MANY  STATES  DONT  HAVE  THE 
nNANCIAL  CAPABILITY  TO  FOLLOW  THE  LEAD  OF  THESE  STATES  AND  SO 
HAVE  A  DESPERATE  NEED  FOR  ASSISTANCE  FROM  THE  FEDERAL  GOVERN- 
MENT.  EVEN  THOSE  STATES  WITH  SUBSIDY  PROGRAMS  ARE  UNABLE  TO 
CARRY  THE  LOAD  ALONE.   THESE  STATES.  HOWEVER.  WOULD  BE  WILLING  TO 
SHARE  THEIR  PROGRAM  IDEAS  AND  EXPERIENCE  TO  WORK  WITH  CONGRESS 
TO  CREATE   A  FEDERAL  RENTAL  HOUSING  PROGRAM   A  PROGRAM  LIKE  THE 
MASSACHUSETTS  SHARP  PROGRAM  THAT  LEVERAGES  MANY  DOLLARS  WITH  A 
FEW  IS  ONE  EXAMPLE  OF  HOW  RENTAL  HOUSING  CAN  BE  MADE  AFFORDABLE. 
A  FEDERAL/STATE  PARTNERSHIP  COULD  BE  CREATED  TO  HOUSE  OtJH 
NEEDIEST  FAMILIES  IF  CONGRESS  IS  WILLING  TO  NOW  TAKE  THE  STEPS 
NECESSARY  TO  FORMULATE  A  HOUSING  POLICY  -  STEPS  IT  HAS  BEEN 
RESTRAINED  FROM  TAKING  OVER  THE  PAST  SEVERAL  YEARS. 
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HOODS  IN  NBW  YORK  CITY  INTO  A  STABLE  COMMUNITY  WHILE  PROVIDING 
HOMES  FOR  APPROXIMATELY  1,000  FAMILIES  TO  DATE. 

INTEREST  FREE  CONSTRUCTION  LOANS  FOR  THE  PLAN  ARE  PROVIDED 
BY  PRIVATE  SECTOR  LENDERS  -  IN  THIS  CASE  A  CONSORTIUM  OF  CHURCHES. 
THE  CTY  OF  NEW  YORK  PROVIDES  THE  LAND  AT  A  COST  OF  ONE  DOLLAR 
PER  LOT  ALONG  WITH  A  PROPERTY  TAX  ABATEMENT.   THE  CTY  ALSO  PRO- 
VIDES A  S10,000,  NON-AMORTIZING,  INTEREST-FREE  SECOND  MORTGAGE 
FROM  ITS  CAPITAL  BUDGET  FOR  EACH  UNIT,  WHICH  REDUCES  THE  PURCHASE 
PRICE  TO  THE  BORROWER  BY  S10,000.   THE  CITY*S  SECOND  MORTGAGE  IS 
RECAPTURED  ONLY  UPON  RESALE  OF  THE  HOME,  AND  THE  AMOUNT  RECAP- 
TURED IS  REDUCED  TO  ZERO  GRADUALLY  OVER  15  YEARS.   IN  ADDITION,  IF 
THE  HOME  IS  SOLD  AFTER  LESS  THAN  15  YEARS,  THE  HOMEOWNER  MUST 
SHARE  THE  APPRECIATION  WITH  THE  CITY.  THE  PORTION  OF  APPRECATION 
WHICH  GOES  TO  THE  CITY  ALSO  DECREASES  TO  ZERO  GRADUALLY  OVER  15 
YEARS.   AFTER  15  YEARS,  THE  SECOND  MORTGAGE  IS  COMPLETELY  FOR- 
GIVEN, AND  THE  HOMEOWNER  MAY  RETAIN  ALL  THE  APPRECIATION  IN  THE 
VALUE  OF  THE  HOME.   THESE  FEATURES  OF  THE  FINANCING  CONTRIBUTE 
TO  COMMUNITY  STABILITY  BY  ENCOURAGING  RESIDENTS  TO  REMAIN  IN 
THEIR  HOMES. 

THE  STATE  OF  NEW  YORK  PROVIDES  BELOW-MARKET  RATE  PERMANENT 
MORTGAGE  FINANCING  THROUGH  A  CSHA  MEMBER,  THE  STATE  OF  NEW  YORK 
MORTGAGE  AGENCY  (SONYMA)  TO  EVERY  NEHEMIAH  PLAN  HOME.   SONYMA 
HAS  SO  FAR  ALLOCATED  OVER  $29  MILLION  OF  MORTGAGE  FUNDS  TO  THE 
NEHEMIAH  PLAN  HOMES. 
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THE  COMPONENTS  OF  THE  ADMINISTRATION'S  RECOMMENDATIONS  THAT 
HAVE  THE  MOST  DETRIMENTAL  EFFECT  ON  STATE  HFA  OPERATIONS  ARE: 

O     INCREASING  THE  FHA  MORTGAGE  INSURANCE  PREMIUM  FROM  3.S 
TO    5  PERCENT  OF  THE  LOAN  AMOUNT; 

O     REGULATORY  CHANGES  DISALLOWING  THE  HNANONG  OF  CLOSING 
COSTS   FOR  FHA  LOANS; 

O      INCREASING  THE  VA  GUARANTEE  FEE  FROM  1  PERCENT  TO  2.5 
PERCENT  OF  THE  LOAN. 

WE  OPPOSE  EACH  OF  THESE  CHANGES  BECAJJSE  THEY  WOULD  INCREASE 
THE  AMOUNT  OF  CASH  THAT  MODERATE  AND  LOWER  INCOME  HOME  BUYERS 
WOULD  NEED  TO  HAVE  ON  HAND  AT  THE  TIME  THEY  PURCHASE  THEIR  HOME 
OR  INCREASE  THE  MONTHLY  COSTS  OF  CARRYING  A  FHA  INSURED  MORTGAGE 
FINANCED  THROUGH  ONE  OF  OUR  AGENCIES.   THEIR  EFFECT  WOULD  BE 
DISPROPORTIONATELY  FELT  BY  THOSE  AT  THE  LOWEST  END  OF  THE  MARKET 
SERVED  SINCE  THESE  ADDITIONAL  COSTS  COULD  DISQUALIFY  THE  PRO- 
SPECTIVE BUYER  RATHER  THAN  MERELY  INCREASE  COSTS  ASSUMABLE  UNDER 
ACCEPTED  UNDERWRITING  STANDARDS. 

THE  NEHEMIAH  PLAN 

THE  NEHEMIAH  PLAN  COMBINES  SEVERAL  SOURCES  OF  FINANCING  AND 
SUBSIDIES  TO  PROVIDE  AFFORDABLE  SINGLE  FAMILY  HOMES  IN  LARGE 
NUMBERS.   THE  PLAN  HAS  TRANSFORMED  ONE  OF  THE  WORST  NEIGHBOR- 
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693  NEHEMIAH  HOMES  HAVE  BEEN  COMPLETED  AND  OCCUPIED,  179  ARE 
UNDER  CONSTRUCTION.  AND  241  MORE  ARE  PLANNED  FOR  1987.  ALL  IN  THE 
NEIGHBORHOOD  OF  BROWNSVILLE  IN  BROOKLYN.   THE  WAITING  LIST  FOR 
NEW  NEHEMIAH  HOMES  INCLUDES  OVER  5.000  FAMILIES.  EAST  BROOKLYN 
CHURCHES  AND  THE  CITY  OF  NEW  YORK  PLAN  TO  EXPAND  THE  NEHEMIAH 
PROGRAM  TO  AREAS  OF  EAST  NEW  YORK  AND  OTHER  NEIGHBORHOODS. 

BEFORE  THE  NEHEMLUI  PLAN  HOMES  WERE  BUILT.  THE  BROWNSVILLE 
AREA  CONSISTED  PRIMARILY  OF  VACANT  LOTS  AND  DILAPIDATED.  ABAN- 
DONED BUILDINGS.   THE  NEHEMIAH  PLAN  HAS  BEGUN  TO  TRANSFORM  THIS 
DEPRESSED  AREA  INTO  A  STABLE,  GROWING  COMMUNITY  OF  HOMEOWING 
FAMILIES. 

THE  FEDERAL  GOVERNMENT  COULD  REPLICATE  THE  NEHEMIAH  PLAN  IN 
OTHER  AREAS  OF  THE  COUNTRY  BY  PROVIDING  FUNDS  FOR  THE  INTEREST- 
FREE.  NON-AMORTIZING  SECOND  MORTGAGE  AND/OR  THE  INTEREST-FREE 
REVOLVING  CONSTRUCTION  LOAN  FUND.  THESE  FUNDS  COULD  BE  GRANTED 
TO  LOCALITIES  WITH  INCENTIVES  FOR  STATE  AND  LOCAL  GOVERNMENTS 
AND  PRIVATE  NON-PROFIT  ORGANIZATIONS  TO  PROVIDE  ADDITIONAL  SUB- 
SIDIES.  THE  COUNCIL  OF  STATE  HOUSING  AGENCIES  WELCOMES  AN 
OPPORTUNITY  TO  NATIONALIZE  A  PROGRAM  IN  WHICH  ONE  OF  ITS  MEMBERS 
SO  SUCCESSFULLY  PARTICIPATES.   THIS  WOULD  BE  ACHIEVED  BY  THE  IN- 
CLUSION OF  SENATOR  D'AMATO'S  PLAN  IN  S.  258  IN  THIS  YEAR'S  HOUSING 
BILL. 
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PHA  DEMONSTRATION  PILOT  PROGRAM 
POR  HOMI  EQUITY  CONVERSIONS  POR  THE  ELDERLY 

CSHA  WELCONfES  AND  SUPPORTS  THE  EFFORTS  THAT  HAVE  BEEN  INITI- 
ATED IN  CONGRESS  TO  AUTHORIZE  A  DEMONSTRATION  HOME  EQUITY  CON- 
VERSION PROGRAM  FOR  ELIGIBLE  ELDERLY  HOMEOWNERS.   WE  BELIEVE 
THAT  THIS  IS  AN  APPROPRIATE  VEHICLE  FOR  PROVIDING  ASSISTANCE  TO 
SUCH  HOMEOWNERS  WHO  MAY  BE  "HOUSE-RICH  BUT  "CASH-POOR",  AND  WHO, 
FOR  MANY  REASONS,  MAY  NOT  BE  ABLE  OR  WILLING  TO  AVAIL  THEMSELVES 
OF  OTHER  HOUSING  ALTERNATIVES.    AS  WITH  ANY  NEW  OR  EXPERIMENTAL 
LENDING  ACTIVITY.  SUCH  A  PILOT  INSURANCE  PROGRAM  CAN  SERVE  TO 
DEMONSTRATE  THE  ISSUES  THAT  WILL  NEED  TO  BE  RESOLVED  BEFORE  BOTH 
PUBLIC  AND  PRIVATE  LENDERS  BECOME  INVOLVED  IN  THIS  ACTIVITY  IN  A 
SUBSTANTIAL  WAY. 

A  CSHA  MEMBER  AGENCY,  THE  CONNECTICUT  HOUSING  FINANCE 
AUTHORITY  (CHFA)  IS  THE  LARGEST  PUBLIC  HOME  EQUITY  CONVERSION 
LENDER  FOR  THE  ELDERLY;  TO  DATE  HAVING  CLOSED  128  LOANS  AND  COM- 
MITTED OVER  S12.5  MILLION  FOR  BOTH  CLOSED  LOANS  AND  LOANS  NOW  IN 
PROCESSING.   CHFA  HAS  COMMITTED  FUNDS  ON  AN  UNINSURED  BASIS  TO 
THIS  PROGRAM  AND  HAS  BEEN  WILLING,  AS  A  "LENDER"  NOT  SUBJECT  TO 
THE  SAME  "BOTTOM  LINE"  PRESSURES  AS  A  CONVENTIONAL  INSTITUTION.  TO 
ASSUME  SOME  OF  THE  RISKS  THAT  AN  FHA  PILOT  PROGRAM  WOULD  SEEK 
TO  INSURE. 

FOR  A  CONVENTIONAL  LENDER  THE  LARGEST  RISK  INVOLVED  WITH 
THIS  MORTGAGE  INSTRUMENT  IS  THE  PROSPECT  OF  COLLECTING  THE  OUT- 

10 


Digitized  by  VjOOQ IC 


356 


STAKDING  LOAN  BALANCE  AT  THE  END  OF  THE  LOAN  TERM.   WITH  A  FIXED 
RATE  LOAN  THE  RATE  EXPOSURE  WOULD  NOT  BE  ANY  DIFFERENT  FROM 
THAT  INVOLVED  WITH  ANY  OTHER  FIXED  RATE  LOAN  OVER  THE  SAME  TERM. 
DEPENDING  UPON  THE  ACCOUNTING  FOR  AND  THE  PAYMENT  OF  INTEREST 
THE  LENDER'S  EXPOSURE  CAN  BE  GREATER  OR  LESSER. 

FOR  THE  BORROWER  THE  OBVERSE  RISK  IS  INVOLVED:   THE  PROSPECT 
OF  PAYING  OFF  THE  BALANCE  OF  THE  LOAN  AT  THE  END  OF  THE  TERM 
AND  THE  IMPLICATIONS  FOR  CONTINUED  OCCUPANCY.   THE  OPTIONS  AVAIL- 
ABLE TO  THE  BORROWER  AT  THAT  POINT  ARE  RELATED  TO  THE  LEVEL  OF 
RISK  THAT  THE  LENDER  IS  WILLING  TO  ASSUME.   IMPORTANT  FACTORS 
RELEVANT  TO  RISK  FOR  EACH  PARTY  ARE  THE  LIFE  EXPECTANCY  PROSPECTS 
FOR  THE  BORROWER,  THE  PROSPECTS  FOR  A  CHANGE  IN  RESIDENCE  DURING 
OR  AT  THE  END  OF  THE  MORTGAGE  TERM.  APPRECIATION  IN  COLLATERAL 
PROPERTY  VALUE  DURING  THE  TERM,  AND  TERM  OVER  WHICH  THE  LENDER 
IS  WILLING  TO  ASSUME  RISK. 

THE  CHFA  REVERSE  ANNUITY  MORTGAGE  PROGRAM  (RAM)  FORWARDS  A 
MONTHLY  PAYMENT  TO  THE  BORROWER  OVER  A  TEN  YEAR  PERIOD.  AS  A 
SUPPLEMENT  TO  INCOME.    ALL  BORROWERS  OR  CO-BORROWERS  MUST  BE  AT 
LEAST  65  YEARS  OF  AGE  AND  THE  HOUSEHOLD  MUST  BE  BELOW  50  PERCENT 
OF  THE  AREA  MEDIAN  INCOME  AS  DESIGNATED  BY  HUD.  THOUGH  CHFA 
ADAPTS  THESE  INCOME  STANDARDS  FOR  USE  ON  A  COUNTY  BASIS. 

THE  CHFA  RAM  PROGRAM  HAS  SOUGHT  TO  ADDRESS  THE  RISK  FACTORS 
INVOLVED  IN  EQUITY  CONVERSIONS  IN  THE  FOLLOWING  WAY: 
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O      AS  A  LENDER; 

-  CHFA  LENDS  FOR  PORTFOLIO  AND  IS  THEREFORE  NOT  CONCERN- 
ED WITH  A  SECONDARY  MARKET; 

-  CHFA  LOOKS  ONLY  TO  THE  EVENTUAL  SALE  OF  THE  PROPERTY 
FOR  RECOVERY  OF  THE  OUTSTANDING  BALANCE; 

-  LOAN  MAXIMUMS  ARE  THE  LESSER  OF  80  PERCENT  OF  APPRAIS- 
ED VALUE  OR  S80,000; 

-  INTEREST  DUE  IS  SUBTRACTED  FROM  THE  PAYMENT  BEFORE 
THE  CHECK  IS  CUT  AND  FORWARDED  TO  THE  BORROWER; 

-  AT  THE  END  OF  THE  TEN  YEAR  PERIOD  OR  WHEN  THE  BORROW- 
ER  IS  NO  LONGER  A  FULL-TIME  RESIDENT  OF  THE  PROPERTY 
THE  LOAN  BALANCE  IS  DUE; 

-  HOWEVER,  CHFA  WILL  NOT  CALL  THE  ACTUAL  BALANCE  DUE  AT 
THAT  POINT  IF  THE  BORROWER  IS  ABLE  AND  WISHES  TO  MAIN- 
TAIN FULL-TIME  OCCUPANCY; 

-  AT  THIS  POINT  CHFA  WILL  CARRY  THE  LOAN  BALANCE  AS  AN 
ASSET  UNTIL  FULL-TIME  OCCUPANCY  CEASES  OR  UNTIL  THE 
DEATH  OF  THE  BORROWER; 

-  CHFA  WILL  BE  WILLING  TO  EXTEND  FURTHER  PAYMENTS  TO 
THE  BORROWED  BASED  ON  80  PERCENT  OF  THE  APPRECIATED 
VALUE  OF  THE  PROPERTY.  AT  A  CURRENT  RATE  OF  INTEREST 
PENDING  AVAILABILITY  OF  FUNDS; 

-  IN  NO  CASE  WILL  CHFA  FORCE  THE  SALE  OF  THE  PROPERTY  OR 
REFINANCING  IN  ORDER  FOR  THE  LOAN  BALANCE  TO  BE  PAID 
AS  LONG  AS  FULL-TIME  OCCUPANCY  IS  MAINTAINED. 
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O    FQR  THE  BORROWER; 

-  PAYMENT  ON  THE  HRST  OF  THE  MONTH  FOR  TEN  YEARS  IS 
ASSURED; 

-  THE  LOAN  CAN  BE  DISCOI^^TINUED  OR  PREPAID  AT  ANY  POINT 
DURING  THE  TERM  AT  THE  DISCRETION  OF  THE  BORROWER; 

-  FULL-TIME  OCCUPANCY  FOR  AS  LONG  AS  DESIRED,  WITHOUT 
THE  NECESSITY  OF  REPAYMENT  IS  ASSURED; 

-  THERE  IS  THE  POSSIBILITY  OF  CONTINUED  PAYMENTS  AT  THE 
END  OF  THE  TEN  YEAR  TERM 

CHFA  FEELS  THAT  BORROWER  INSECURITY  ABOUT  THEIR  STATUS  AT 
THE  END  OF  THE  LOAN  TERM  MUST  BE  ADDRESSED  IN  A  SATISFAC- 
TORY MANNER  IN  ORDER  FOR  ANY.  HOME  EQUITY  CONVERSION 
PROGRAM  TO  BE  SUCCESSFUL.   THERE  MAY  BE  A  VARIETY  OF  WAYS 
TO  INSURE  LENDER  RISK  BUT  IF  THE  HOMEOWNER/BORROWER  IS 
NOT  SATISFIED  WITH  THE  LEVEL  OF  RISK  REGARDING  CONTINUED 
OCCUPANCY  THE  FUNDS  WILL  NOT  BE  BORROWED. 

ANOTHER  CSHA  MEMBER,  THE  ARKANSAS  DEVELOPMENT  FINANCE 
AUTHORITY  INITIATED  A  DEMONSTRATION  OF  A  HOME  EQUITY  CONVERSION 
PROGRAM   THE  DEMONSTRATION  WAS  BEGUN  ABOUT  TWO  YEARS  AGO  IN 
ONE  COUNTY  OF  THE  STATE.    PARTICIPANTS  MUST  BE  70  YEARS  OF  AGE  AND 
HAVE  AN  INCOME  LESS  THAN  125%  OF  MEDIAN  FOR  A  TWO  PERSON  HOUSE- 
HOLD.  THE  BASIC  CONCEPT  IS  THAT  THE  PARTIOPANT  GRANTS  THE  STATE 
AUTHORITY  A  REMAINDER  DEED  TO  THE  PROPERTY  WHICH  CONVEYS  TITLE 
WHEN  THE  OWNER  DIES  OR  LEAVES  THE  PROPERTY  FOR  ANOTHER  PERMA- 
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NENT  LIVING  ARRANOBMBNT.  IN  BXCHANOB  FOR  THB  DEBO,  THB  OCCUPANT 
RECEIVES  A  MONTHLY  ANNUITY  CHECK  FOR  THE  REST  OF  HIS  LIFE 
(WHETHER  IN  THE  HOME  OR  NOT),  MAINTENANCE  ON  THE  HOME  IS  PAID  FOR 
BY  ADFA  AND  TAXES,  AND  INSURANCE  ARE  PAID  BY  ADFA.   A  MARKETING 
PLAN  WHICH  UTILIZED  PRINTED  MATERIALS  AND  PUBLIC  SERVICE  TIME 
FROM  LOCAL  MEDIA  GENERATED  OVER  600  INQUIRIES. 

THERE  WERE  VERY  FEW  OF  THOSE  WHO  INQUIRED  THAT  WERE 
INTERESTED  IN  PARTICIPATING  IN  THE  PROGRAM.   ABOUT  TEN  PERCENT 
WERE  INTERESTED  OR  QUALIFIED  FOR  PURSUING  PARTICIPATION  IN  THE 
PROGRAM  AFTER  LEARNING  OF  THE  GUIDELINES.   THE  SINGLE  MOST 
OBJECTIONABLE  ASPECT  WAS  GIVING  UP  OWNERSHIP  OF  WHAT  IN  MANY 
CASES  WAS  THEIR  MOST  VALUABLE  ASSET.  THE  ATTACHMENT  IS  NOT  ONLY 
A  MONETARY  ONE,  THE  FAMILY  HOME  HAS  MANY  PERSONAL  AND  SENTI- 
MENTAL TIES  WHICH  MAKE  IT  DIFFICULT  FOR  ONE  TO  DEED  THE  HOME  TO 
A  STATE  AGENCY. 

OF  THE  TEN  PERCENT  WHO  WERE  INTERESTED  IN  PURSUING  THE  PRO- 
GRAM, THE  SINGLE  PROBLEM  WHICH  DISQUALIFIED  THEM  FROM  PARTICI- 
PATION WAS  A  VERY  DILAPIDATED  PIECE  OF  PROPERTY.   THE  HOUSES  WERE 
IN  WORSE  PHYSICAL  CONDITION  THAN  THE  ELDERLY  INHABITANTS. 
APPRAISERS  OPINED  THAT  THE  COST  OF  REPAIR  OF  THE  PROPERTIES  WAS 
EQUAL  TO  THE  VALUE  IN  MANY  CASES.   THIS  MEANT  THAT  THERE  WOULD  BE 
NO  VALUE  FROM  WHICH  AN  ANNUITY  COULD  BE  FUNDED. 

THE  MOST  GLARING  NEED  DEMONSTRATED  BY  THE  PROGRAM  IS  A  HOME 
IMPROVEMENT  PROGRAM  TARGETED  TO  ELDERLY  FIXED  INCOME  HOME- 
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OWNERS.   IF  SUCH  A  PROGRAM  CAN  BE  TAKEN  ADVANTAOE  OF  EARLY 
ENOUGH,  THE  EFFECT  WOULD  BE  ONE  OF  PREVENTIVE  MAINTENANCE  SO 
THAT  THE  HOMES  WILL  NOT  DETERIORATE  TO  THE  POINT  OF  NO  VALUE. 

FOR  THE  BENEFIT  OF  THE  COMMITTEE  WE  WILL  PROVIDE  REACTIONS 
TO  THE  DEMONSTRATION  HOME  EQUITY  CONVERSION  INSURANCE  PROGRAM 
OUTLINED  IN  H.R.  4: 

O     ONE  OF  THE  STATED  PURPOSES  OF  THIS  DEMONSTRATION  PROGRAM 
IS  TO  FOSTER  THE  INVOLVEMENT  OF  THE  SECONDARY  MORTGAGE 
MARKETS  IN  SUPPLYING  CAPITAL  FOR  THIS  LENDING.  IT  IS  UNCLEAR 
HOW  THIS  WOULD  WORK  SINCE  THERE  IS  TYPICALLY  A  LONG  "PAY- 
OUT"  PERIOD  WITH  RETURN  REALIZED  AT  THE  END  OF  THE  TERM. 
AND  BOTH  THE  END  OF  THE  TERM  AND  THE  PRINOPAL  TO  BE 
RETURNED  WOULD  NOT  BE  UNIFORM 

O     THE  INCLUSION  OF  A  MANDATORY  COUNSELING  COMPONENT  IS 
WISE,  AS  IS  THE  INCLUSION  OF  COUNSELING  WITH  REGARD  TO  THE 
IMPLICATIONS  OF  LOANS  THAT  GO  BEYOND  THE  ACTUAL  HNANCIAL 
TERMS  OF  THE  INSTRUMENT  SUCH  AS  TAX  CONSEQUENCES,  THE 
EFFECT  ON  ELIGIBILITY  FOR  OTHER  GOVERNMENT  BENEFIT  PRO- 
GRAMS, AND  OTHER  CONSEQUENCES. 

O     THE  PLEDGE  OF  PROTECTION  TO  THE  HOMEOWNER/MORTGAGOR  IN 
THE  EVENT  OF  THE  DEFAULT  BY  THE  LENDER  IS  AN  IMPORTANT 
COMPONENT  OF  THE  DEMONSTRATION  PROGRAM   THE  "PAY-OUT" 
TO  THE  MORTGAGOR  BY  THE  MORTGAGEE  IS  AS  AN  ESSENTIAL 
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COMPONENT  OF  THIS  TRANSACTION  AS  THE  PAYBACK  AT  THE  END 
OF  THE  TERM.  UNLIKE  CONVENTIONAL  LENDING  WHEREBY  THE 
MORTGAGOR  IS  VIRTUALLY  ASSURED  OF  THE  AVAILABILITY  OF 
FUNDS  AT  THE  TIME  OF  CLOSING. 

O     THE  POSSIBILITY  OF  THE  MORTGAGOR  BEING  REQUIRED  TO  PAY 
RENT  TO  FHA  IS  A  NEGATIVE  ASPECT  THAT  INCREASES  THE  RISK 
FOR  THE  BORROWER  AND  COULD  DEPRESS  PARTICPATION.  THIS 
COULD  ADD  A  LIABILITY  ONTO  A  LARGELY  HXED  INCOME  STREAM 
THAT  COULD  HAVE  BEEN  SUBJECT  TO  SUBSTANTIAL  INFLATION 
EROSION  SINCE  THE  TERM  OF  THE  MORTGAGE  BEGAN,  AND  MAY  BE 
NEEDED  BY  A  FRAILER  MORTGAGOR  TO  PAY  FOR  OTHER  SUPPORT 
SERVICES.    AN  ALTERNATIVE  MAY  BE  TO  HOLD  THE  BALANCE  AS  A 
LIEN  AGAINST  THE  PROPERTY  WITH  THE  INTEREST  ACCRUING  AND 
PAYABLE  UPON  THE  OTHERWISE  APPLICABLE  CONDITIONS. 

O     IT  MAY  BE  APPROPRIATE  TO  CONSIDER  LUMP  SUM  DISTRIBUTIONS 
AT  CLOSING  FOR  ANY  PURPOSES  THE  SECRETARY  DEEMS  APPRO- 
PRIATE SUCH  AS  LIEN  LIQUIDATION,  RETIREMENT  OF  MEDICAL 
BILLS.  DEBT  CONSOLIDATION.  OR  HOME  IMPROVEMENTS.   THIS 
WOULD  BY  DEFINITION  REDUCE  THE  MONTHLY  PAYMENT  TO  THE 
BORROWER.  AND  WOULD  BE  OFFERED  AND  EXPLAINED  TO  THE 
BORROWER  AS  AN  OPTION. 

O  IT  MAY  BE  APPROPRIATE  TO  PROVIDE  FOR  A  PAYMENT  SCHEDULE 
THAT  DOES  INCREASE  ANNUALLY  TO  COVER  INCREASED  COST  OF 
LIVING.  PROVIDED  THAT  THE  TOTAL  AMOUNT  ADVANCED  TO  THE 
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BORROWER  DOES  NOT  EXCEED  THE  OTHER  APPLICABLE  LIMITS  ON 
MAXIMUM  LOAN  AMOUNTS. 

O     THE  HOUSE  LEGISLATION  DOES  NOT  REQUIRE  THAT  BOTH  SPOUSES, 
WHO  ARE  OCCUPANTS  OF  THE  PROPERTY,  BE  OVER  65  YEARS  OF 
AGE.   IF  CONTINUED  OCCUPANCY  OF  THE  PROPERTY  IS  TO  BE 
ASSURED  TO  THE  OCCUPANTS,  THE  ACTUARIAL  RISK  OF  THIS  CAN 
BE  REDUCED  BY  REQUIRING  EACH  BE  OF  THE  ELIGIBLE  AGE. 

CSHA  AND  ITS  INDIVIDUAL  MEMBER  AGENCIES  STAND  READY  TO  ASSIST 
THE  CONGRESS  IN  DEVELOPING  THIS  DEMONSTRATION  PROGRAM  AND 
FURTHER  EXPLORING  THE  MEANS  OF  ENCOURAGING  INCREASED  PUBLIC  AND 
PRIVATE  SECTOR  INVOLVEMENT  IN  THIS  LENDING  ACTIVITY.    FOR  YOUR 
INFORMATION.  RHODE  ISLAND,  IN  ADDITION  TO  CONNECTICUT  AND 
ARKANSAS,  HAS  AN  ACTIVE  HOME  EQUITY  CONVERSION  PROGRAM. 

RENTAL  HOUSING 

HODAG,  CDBG,  UDAG  FUNDING 

PROGRAMS  SUCH  AS  THE  HODAG,  CDBG  AND  UDAG  HAVE  ALWAYS  BEEN 
AN  INTEGRAL  PART  OF  THE  HOUSING  PRODUCTION  PROCESS  FOR  CSHA 
MEMBERS.    AS  DISCUSSED  EARLIER,  THE  DOUBLE  WHAMMY  OF  THE  FEDERAL 
GOVERNMENTS  CONTINUING  RETREAT  FROM  PROVIDING  HOUSING  TO  LOW 
INCOME  FAMILIES  AND  INDIVIDUALS,  AND  THE  ADVERSE  EFFECTS  OF  THE 
TAX  REFORM  MAKE  THE  AVAILABILITY  OF  THESE  PROGRAMS  CRITICAL  TO 
THE  PRODUCTION  OF  LOW  INCOME  HOUSING. 
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THE  CDBO.  UDAO  AND  THE  HODAO  PROGRAMS  HAVE  PROVIDED  THE 
IMPETUS  TO  BUILD  NEW  OR  REHABILITATE  HUNDREDS  OF  THOUSANDS  OF 
MULTl-FAMILY  AND  SINGLE  FAMILY  HOUSING  UNITS  THROUGHOUT  THE 
UNITED  STATES. 

FOR  EXAMPLE  THE  MICHIGAN  HOUSING  DEVELOPMENT  AUTHORITY 
(MSHDA)  ADMINISTERS  THE  FEDERAL  SMALL  CITIES  CDBG  PROGRAM  FOR  THE 
STATE  OF  MICHIGAN.  SINCE  PROGRAM  INCEPTION  IN  1982,  IT  HAS  AWARDED 
NEARLY  S19.5  MILLION  IN  GRANT  FUNDS  TO  THE  SMALLER  CITIES,  TOWNSHIPS 
AND  RURAL  COMMUNITIES  OF  OUR  STATE.   OVER  4,700  UNITS  OF  HOUSING 
HAVE  BEEN  RENOVATED  OR  REPAIRED  THROUGH  THIS  PROGRAM.   NINETY- 
SEVEN  PERCENT  OF  THE  FAMILIES  AND  INDIVIDUALS  ASSISTED  UNDER  THIS 
PROGRAM  HAVE  INCOMES  WITHIN  THE  SECTION  8  GUIDELINES.   THE  AVERAGE 
INCOME  OF  HOUSEHOLDS  ASSISTED  UNDER  THIS  PROGRAM  IS  S7,800.   THE 
PROGRAM  IS  OF  PARTICULAR  BENEFIT  TO  FEMALE-HEADED  HOUSEHOLDS 
AND  THE  ELDERLY  AS  44  PERCENT  OF  THE  HOUSEHOLDS  ASSISTED  ARE 
FEMALE-HEADED  AND  37  PERCENT  OF  THE  HOUSEHOLDS  ARE  ELDERLY. 
MOREOVER,  NEARLY  10  PERCENT  OF  THE  HOUSEHOLDS  ASSISTED  ARE  HANDI- 
CAPPED.   APPROXIMATELY  22  PERCENT  OF  THE  HOUSEHOLDS  ASSISTED  ARE 
MINORITY  HOUSEHOLDS. 

IN  ADDITION  TO  THE  SMALL  CITIES  CDBG  PROGRAM,  MSHDA  WORKS 
EXTENSIVELY  WITH  ENTITLEMENT  COMMUNITIES  TO  HELP  THEM  IMPROVE 
THEIR  HOUSING  STOCK.  MANY  ENTITLEMENT  COMMUNITIES  USE  THEIR  CDBG 
UNITS  AS  CONSTRUCTION  COST  WRITE-DOWNS,  TO  ACQUIRE  LAND  FOR 
HOUSING,  TO  PROVIDE  LOW  INTEREST  LOANS  FOR  LOW  INCOME  HOUSEHOLDS, 
ETC   THE  aTY  OF  GRAND  RAPIDS,  FOR  INSTANCE,  IS  USING  CDGB  FUNDS 
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IN  CONHWCnON  WITH  ZERO  PERCENT  INTEREST  MSHDA  FUNDS  TO  PROVIDE 
REHABILITATION  LOANS  TO  LOW  INCOME,  HIGH  RISK  HOUSEHOLDS. 

UDAGs  AND  HODAGs  HAVE  ALSO  BECOME  A  VERY  IMPORTANT  PART  OF 
THE  LOW  INCOME  HOUSING  FINANCE  EQUATION  IN  MICHIGAN.   MSHDA 
RECENTLY  COMMITTED  TO  PROVIDE  FINANONG  FOR  A  HOUSING  DEVELOP- 
MENT IN  DETROIT  WITH  A  TOTAL  COST  OF  OVER  S28  MILLION.    WITHOUT  A 
COMBINATION  OF  A  S2.5  MILLION  UDAG,  CDBG  FUNDS  AND  TAX-EXEMPT  BOND 
FINANQNG,  THIS  PROJECT.  WHICH  WILL  HAVE  THE  MAJORITY  OF  ITS  334 
UNITS  AFFORDABLE  TO  INDIVIDUALS  WITH  INCOMES  AT  OR  BELOW  THE 
STATE'S  MEDIAN  INCOME,  WOULD  NOT  BE  ECONOMICALLY  FEASIBLE. 

DESPITE  THE  DIFFICULTIES  WE  INITIALLY  EXPERIENCED  WITH  THE 
HODAG  PROGRAM  WHEN  IT  WAS  NEW,  THIS  HAS  BEEN  AN  EXCELLENT 
PROGRAM  FOR  THE  STATE  OF  MICHIGAN.   THE  HODAG  STAFF  IN  BOTH 
WASHINGTON  AND  IN  THE  AREA  OFFICES  OF  OUR  HOME  STATE  HAVE  PUT 
FORTH  A  TREMENDOUS  EFFORT  TO  EDUCATE  LENDERS,  DEVELOPERS  AND 
GOVERNMENT  PERSONNEL  ON  HOW  TO  APPLY  FOR  AND  PROCESS  HODAG 
DEVELOPMENTS.    AT  MSHDA.  WE  HAVE  EITHER  FINANCED  OR  WILL  BE 
PROVIDING  FINANCING  FOR  10  HODAG  PROJECTS  ENCOMPASSING  NEARLY  1.300 
UNITS.    APPROXIMATELY  400  OF  THESE  UNITS  WILL  HAVE  RENTS  AFFORD- 
ABLE TO  LOW  AND  VERY  LOW  INCOME  FAMILIES  EXCEEDING  THE  20  PERCENT 
STATUTORY  PROGRAM  REQUIREMENT  BY  A  SIGNIFICANT  AMOUNT.    WE 
ESTIMATE  THAT  THE  DEVELOPMENT  COST  OF  THESE  UNITS  MEANS  ABOUT 
$45  MILLION  IN  HOUSING  INVESTMENT  IN  SOME  OF  OUR  STATE'S  MOST 
DISTRESSED  AREAS.    HODAG  FUNDS  TRANSLATE  NOT  ONLY  INTO  HOUSING 
UNITS  BUT  IN  JOBS.  ECONOMIC  DEVELOPMENT  AND  TAX  BASE  STABILITY. 
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THB  MICHIOAN  EXAMPLE  IS  TYPICAL  OF  THE  MEED  FOR  THESE  PRO* 
ORAMS  ON  A  NATIONAL  LEVEL.   THEY  HAVE  BECOME  ESSENTIAL  TO  EFFORTS 
TO  PROVIDE  AFFORDABLE,  SAFE,  SANITARY  AND  DECENT  HOUSING  IN 
MICHIGAN  AND  THE  NATION.   IT  IS  IMPERATIVE  THAT  THE  HOUSING  BILL 
RE-AUTHORIZE  THESE  VITAL  PROGRAMS  AT  LEVELS  AT  LEAST  EQUIVALENT 
TO  CURRENT  AUTHORIZATION. 

BOARD  AND  CARE  HOMES  (1 232) 

WHY  BOARD  AND  CARE  HOMES?   THERE  ARE  PROBABLY  AS  MANY 
ANSWERS  TO  THIS  QUESTION  AS  THERE  ARE  PEOPLE  RENDERING  OPINIONS. 
HOWEVER,  FOUR  GOOD  REASONS  ARE: 

1.  OUR  POPULATION  IS  GROWING  OLDER; 

2.  THE  ELDERLY  ARE  MORE  HEALTHY; 

3.  THE  ELDERLY  ARE  STRONGER,  BOTH  ECONOMICALLY  AND  POLITI- 
CALLY; 

4.  IT  HAS  BEEN  ESTIMATED  THAT  AT  LEAST  10  PERCENT  TO  12  PER- 
CENT OF  THE  EXISTING  NURSING  HOME  POPULATION  DO  NOT  NEED 
TO  BE  RESIDING  THERE. 

MOST  OF  THE  STATES  DO  NOT  SUBSIDIZE  BOARD  AND  CARE  HOMES  BUT 
IN  MANY  CASES  IT  SEEMS  NECESSARY  THROUGH  THE  UTILIZATION  OF  MEDI- 
CAID AND  SOCIAL  SECURITY  TO  ASSIST  IN  THE  MONTHLY  RENTAL  CHARGES. 
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AS  WE  GROW  OLDER*  OUR  INCOME  DECLINES  AND  THE  NEED  FOR  A 
TAX  SHELTER  OF  HOMEOWNERSHIP  DIMINISHES.   THAT  COUPLED  WITH  THE 
RIGORS  OF  KEEPING  UP  THE  HOMEPLACE  STARTS  TAKING  ITS  TOLL. 

A  BOARD  AND  CARE  HOME  IS  A  POSSIBLE  CHOICE.   OTHER  CHOICES 
WOULD  BE  A  RETIREMENT  SERVICE  CENTER  OR,  OF  COURSE,  STAY  IN  THEIR 
LARGE  THAN  NEEDED  HOME.   RETIREMENT  SERVICE  CENTERS  ARE  HOUSING 
DESIGNED  FOR  THE  ELDERLY  BUT  ARE  REALLY  FOR  THE  MIDDLE  AND  UPPER 
INCOME,  WHEREAS  BOARD  AND  CARE  HOMES  ARE  FOR  THE  MIDDLE  AND 
LOWER  INCOME. 

THE  BOARD  AND  CARE  HOME  OCCUPANT,  ALTHOUGH  SOMEWHAT  SLOWER 
PHYSICALLY.  MUST  BE  IN  REASONABLY  GOOD  HEALTH.    THE  OCCUPANT, 
BASED  ON  STATISTICS  STANDS  A  GOOD  CHANCE  OF  ADDING  TEN  ADDITIONAL 
YEARS  TO  HIS  LIFE  BY  BEING  IN  A  CONGREGATE  HOUSING  COMPLEX.    HE 
CAN  CERTAINLY  EXPECT  TO  DECREASE  THE  LIKELIHOOD  OF  BEING  CONFINED 
TO  A  NURSING  HOME  FACILITY  FOR  FIVE  TO  SEVEN  YEARS.   THE  MEDICAL 
VALUE  OF  A  BOARD  AND  CARE  FACILITY  IS  PREVENTIVE  MEDICINE. 

THIS  IS  BASED  ON: 

O     LIVING  IN  A  CONTROLLED  ENVIRONMENT; 

O      ELIMINATION  OF  ACCIDENTS  OR  CRIMINAL  INVOLVEMENT; 

O     INCREASED  COMPANIONSHIP  WITH  OWN  AGE  GROUP; 

O     24-HOUR  ON  CALL  TELEPHONE  ASSISTANCE  IN  THE  ROOMS; 
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O     CONSUMPTION  OF  DAILY  FOOD  REQUIREMENTS  WITHOUT  THE  RE- 
QUIRED PREPARATORY  EFFORTS  INVOLVED; 

O     A  REGULARLY  SCHEDULED  MAID  AND  CLEANING  SERVICE;  AND 

O     PLANNED  ACTIVITIES  PROMOTING  INDEPENDENCE. 

THIS  FEATURE  OF  BOARD  AND  CARE  FACILITIES  PRESENTS  A  STRONG 
JUSTIFICATION  FOR  SOME  MEDICAID  REIMBURSEMENT  FOR  THE  SERVICES 
PROVIDED. 

THE  OCCUPANT  HAS  A  GREAT  DEAL  TO  GAIN.  BUT  AS  IN  ANY  LIFESTYLE 
CHANGE.  A  GREAT  DEAL  TO  GIVE  UP.  SO  THE  DESIGN  OF  THE  FACILITY  IS 
EXTREMELY  IMPORTANT.   THE  DESIGN  SHOULD  BE  AS  DEINSTITUTIONALIZED 
AS  POSSIBLE.   IDEALLY.  A  ONE  STORY  STRUCTURE  IS  BEST.  BUT  CERTAINLY 
NOT  THE  ONLY  WAY. 

A  COMMON  AREA  WOULD  BE  PROVIDED  TO  INCLUDE  A  LIVING  ROOM 
ATMOSPHERE.  DINING  ROOM.  KITCHEN  AND  LAUNDRY.    FURTHER  ADDITIONS 
COULD  BE  EXERCISE  ROOM.  ARTS  AND  CRAFT  ROOMS.  BUT  KEEP  IN  MIND 
THE  RELATIONSHIP  OF  COST  AND  AFFORDABLE  AND  COMPETITIVE  RENTS. 

INDIVIDUAL  ROOMS  CAN  BE  DESIGNED  FOR  BOTH  PRIVATE  AND/OR 
SEMI-PRIVATE.    THERE  CAN  BE  PRIVATE  BATHS.  SEMI-PRIVATE  BATHS,  BUT 
NOT  LESS  THAN  ONE  FULL  BATH  FOR  FOUR  PEOPLE.   THESE  CHOICES 
SHOULD  BE  DIRECTED  TO  THE  PEOPLE  BEING  SERVED.  WHAT  THEY  CAN 
AFFORD  AND  ARE  WILLING  TO  PAY. 
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BOARD  AND  CARE  HOMES  ARE  REALLY  A  NEW  PRODUCT,  THEREFORE 
FINANCING  OF  THESE  PROJECTS  IS  ALSO  NEW.   THE  ONLY  PROGRAM  TODAY 
IS  THE  "HUD"  232  BOARD  AND  CARE  FHA.TNSURED  PROGRAM.    FNMA  AND 
OTHER  MORTGAGE  INSURERS  HAVE  NOT  APPROVED  ANY  OF  THESE  PROJECTS. 
THE  232  PROGRAM  ALLOWS  THE  FOLLOWING: 

O  90  PERCENT  LOAN-TO-VALUE  RATIO  LOANS; 

O  40- YEAR  FULLY  AMORTIZED  LOANS; 

O  NO  PERSONAL  LIABILITY;  AND 

O  BOND  FINANCING  CARRYING  A  MINIMUM  OF  AN  "AA"  RATING. 

HOWEVER.  THERE  IS  A  BARRIER  TO  PARTICIPATING  IN  THIS  PROGRAM. 
AS  AN  EXAMPLE.  THERE  WERE  THREE  PROJECTS  LOCATED  IN  DIFFERENT 
AREAS  OF  ARKANSAS,  SUBMITTED  TO  THE  HUD  AREA  OFFICE  FOR  SAMA 
APPLICATION  PROCESSING.    ALL  THREE  PROJECTS  WERE  REJECTED  BECAUSE 
THEY  WERE  DEFICIENT  IN  TERMS  OF  POTENTIAL  MARKET.   THIS  AREA 
OFFICE  BASED  THEIR  MARKET  DEMAND.  ASSUMING  THAT  10  PERCENT  OF 
THE  PROJECTED  PERSONS  80(+)  LIVING  ALONE  AND  5  PERCENT  OF  THE  PRO- 
JECTED PERSONS  80(+)  LIVING  IN  TWO  OR  MORE  PERSON  HOUSEHOLDS  WOULD 
BE  AVAILABLE  FOR  BOARD  AND  CARE  HOMES.   THE  CRITERIA  FOR  DETERMIN- 
ING THAT  THE  MARKET  FOR  BOARD  AND  CARE  HOMES  IS  PRINCIPALLY 
AMONG  PERSONS  80  YEARS  OF  AGE  AND  OLDER  CAME  FROM  HUD'S  WASHING- 
TON OFFICE  EMAD  DIVISION. 
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THE  ARKANSAS  DEVELOPUENT  FINANCE  AUTHORirr  AND  THE  STATE 
OFFICE  OF  LDNG-TERM  CARE  DISAGREE  WITH  THIS  ANALYSIS  AND  BEUEVE 
THE  MARKET  SHOULD  BE  EXPANDED  TO  INCLUDE  PERSONS  65  YEARS  AND 
OLDER.  STATISnCS  SHOW  THAT  THE  tO(>)  POPULATION  COHORT  IS  THE 
HIGHEST  RISK  FOR  REQUIRING  NintSING  HOME  AND,  IN  FACT,  THE  PERCENT* 
ACS  INCREASES  DRAMATICALLY  OVER  THE  70  TO  tO  YEAR  OLD  COHORT. 
THE  BEST  WAY  TO  REDUCE  THAT  PHENOMENON  IS  TO  INITIATE  VIABLE 
INDEPENDENT  LIVING  ARRANGEMENTS  FOR  THE  AGE  COHORTS  UNDER  tO 
YEARS.  Sa  THE  MARKET  FOR  BOARD  AND  CARE  HOMES  SHOULD  INCLUDE 
ALL  AGES  WHICH  ARE  WITHIN  5  TO  10  YEARS  OF  BEING  AT  RISK  FOR  RE- 
QUIRING NXniSING  HOME  CARE. 

BOARD  AND  CARE  FACILITIES  ARE  NOT  HEALTH  CARE  FAOLITIES  LIKE 
NURSING  HOMES.   THEIR  PRINOPAL  PURPOSE  IS  TO  PROVIDE  AN  ALTERNA- 
TIVE FOR  PERSONS  WHO  MUST  LEAVE  THEIR  HOMES  BUT  OTHERWISE  HAVE 
NO  ALTERNATIVE  THAN  A  NURSING  HOME.   FULL-TIME  SKILLED  MEDICAL 
CARE  IS  NOT  A  PART  OF  THE  SERVICES  OFFERED.   THEREFORE,  THE 
REQUIREMENT  THAT  DEVELOPERS  OBTAIN  A  CERTIFICATE  OF  NEED  FROM 
THE  OFFICES  OF  LONG-TERM  CARE  IS  NOT  APPROPRIATE 

AS  AMERICA  AGES,  AND  THE  NEED  FOR  HOUSING  VARIOUS  COMPONENTS 
OF  THE  ELDERLY  POPULATION  INCREASES.  THIS  PROGRAM  WILL  BECOME 
MORE  IMPORTANT.    WE  URGE  THAT  IT.  ALONG  WITH  THE  SUGGESTED 
CHANGES,  BE  INCLUDED  IN  THIS  YEAR'S  HOUSING  BILL  AND  EVERY  ONE 
THEREAFTER. 
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RETAINING  STOCK  FOR  LOW  INCOME  FAMILISS 

ACCORDING  TO  A  JUNE  1986  GENERAL  ACCOUNTING  OFFICE  STUDY  DONE 
FOR  CONGRESSMAN  BARNEY  FRANK.,  CHAIRMAN  OF  THE  U^  HOUSE 
GOVERNMENT  OPERATIONS  SUBCOMMITTEE  ON  EMPLOYMENT  AND  HOUSING, 
THERE  ARE  164,000  UNITS  OF  SECTION  236  INSURED  AND  ASSISTED  UNITS 
THAT  COULD  PREPAY  THEIR  MORTGAGES  AND  BE  LOST  FROM  THE  SUBSIDIZ- 
ED HOUSING  INVENTORY  BY  FY  1995.   WHILE  THE  SPEOFIC  HGURES  ARE  NOT 
AVAILABLE,  A  SIGNIHCANT  NUMBER  OF  UNINSURED  SECTION  236  ASSISTED 
UNITS  WILL  BE  REACHING  A  SIMILAR  POSITION  WITHIN  THIS  TIME  FRAME. 
THE  FACT  THAT  UNINSURED  STATE  AGENCY  FINANCED  PROJECTS  GENERALLY 
WERE  SUBJECTED  TO  MORE  STRINGENT  UNDERWRITING  CRITERIA  INCREASES 
THE  POTENTIAL  THAT  THESE  PROJECTS  WILL  BE  ATTRACTIVE  TO  THE 
•MARKET",  THEREBY  INCREASING  THE  NUMBER  OF  LOW  INCOME  UNITS  LOST. 

IN  THE  AREA  OF  SECTION  8  NEW  CONSTRUCTION,  SOME  STATES  ARE 
ALREADY  FACING  PREPAYMENT  OF  MORTGAGE  LOANS.   THEY  ARE  FINDING 
THEMSELVES  VICTIMS  OF  THEIR  OWN  GOOD  UNDERWRITING,  AND  IN  SOME 
CASES  A  STRONG  DESIRE  BY  HUD  TO  DIVEST  ITSELF  OF  EXPENSIVE  SECTION 
8  CONTRACTS.    BY  NOT  DEVELOPING  STRONG  INCENTIVES  FOR  OWNERS  TO 
STAY  WITH  THE  SECTION  8  PROGRAM,  WE  RUN  THE  RISK  OF  LOSING  A 
PERCENTAGE  OF  THE  PORTFOLIO.   MANY  FEEL,  IN  FACT,  THAT  HUD  IS 
ACTIVELY  SEEKING  WAYS  AND  MEANS  TO  ENCOURAGE  OWNERS  TO  OPT  OUT 
OF  THE  PROGRAM 

CSHA  AND  OTHERS,  THROUGH  INTERNAL  TASK  FORCES  AND  VARIOUS 
OTHER  MEANS,  ARE  SEEKING  WAYS  TO  LOCK-IN  OWNERSHIP  OF  SUBSIDIZED 
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INVENTORY  FOR  THE  CONTINUED  BENEFIT  OF  LOW  AND  MODERATE  INCOME 
PERSONS.   WE  MUST  TAKE  EVERY  STEP  NECESSARY  TO  STEM  THE  POTENTIAL 
EROSION  OF  LOW  INCOME  INVENTORY.  HUD  SHOULD  BE  REQUIRED  TO 
EXPLORE  INCENTIVES  FOR  OWNERS  OF  HUD  RENTAL  PROJECTS  (BOTH  INSUR- 
ED AND  UNINSURED)  WHICH  HAVE  EXPIRING  USE  RESTRICTIONS.   OTHER 
SUGGESTED  PROGRAMS  INCLUDE  THE  USE  OF  THE  NEW  4  PERCENT  TAX 
CREDITS  FOR  EXISTING  HOUSING,  EXPANSION  OF  THE  FLEXIBLE  SUBSIDY 
PROGRAM,  AND  OTHER  POTENTIAL  LEGISLATION  WHICH  WOULD  PROVIDE 
INCENTIVES  FOR  OWNERSHIP  TO  REMAIN  IN  THE  LOW  INCOME  MARKET.   A 
SPEOFIC  SECTION  TO  H.R.  4  ADDRESSES  THIS  POINT  THROUGH  THE  CREATION 
OF  A  MULTIFAMILY  HOUSING  PRESERVATION  FUND  (SPONSORED  BY  REP. 
BARNEY  FRANK,  D-MA.).   CSHA  URGES  THE  SENATE  TO  ADOPT  A  SIMILAR 
PROVISION  IN  ITS  HOUSING  BILL. 

UNDER  THE  "DcWILDE  AGREEMENTS."  HUD  RESERVED  A  "POOL*  OF 
SECTION  236  CONTRACT  AND  BUDGET  AUTHORITY  FOR  PROJECTS  FINANCED 
BY  STATE  MORTGAGEES.   SINCE  THE  ORIGINAL  AGREEMENT  IN  1975.  THESE 
POOLS  HAVE  BEEN  USED  TO  SUBSIDIZE  MORTGAGE  INCREASES  AND  PROVIDE 
ADDITIONAL  UNITS  UNDER  THE  RENTAL  ASSISTANCE  PAYMENT  (RAP) 
PROGRAM   IN  SEPTEMBER  OF  1986.  U.S.  SENATE  COMMITTEE  REPORT 
LANGUAGE  RELATING  TO  THE  FY  1987  OMNIBUS  APPROPRIATIONS  BILL 
DIRECTED  HUD  TO  FUND  STATE  AGENCY  REQUESTS  FOR  "POOL"  SUBSIDIES 
FOR  MORTGAGE  INCREASES  AND  RAP/RENT  SUPPLEMENT  UNITS  WITHIN  45 
DAYS  OF  APPLICATION. 

APPLICABLE  TO  AT  LEAST  ONE-HALF  DOZEN  STATE  AGENCIES.  THIS 
FUND  CONSISTS  OF  VARYING  AMOUNTS  OF  INTEREST  REDUCTION  ANNUAL 
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CONTRACT  AUTHORITY  SET  ASIDE  TOTALING  SEVERAL  MILLION  DOLLARS. 
CSHA.  LED  BY  THE  MICHIGAN.  NEW  YORK,  NEW  JERSEY,  VIRGINIA,  AND 
MASSACHUSETTS  AGENCIES,  HAS  BEEN  AT  THE  FOREFRONT  OF  EFFORTS  TO 
DETERMINE  AN  AGREEMENT  FOR  THE  USE  OF  THESE  FUNDS.  THE  PREVIOUS- 
LY  DISCUSSED  DECLINING  NUMBER  OF  TOOLS  AVAILABLE  TO  STATE  AGENOES 
TO  HELP  MAINTAIN  LOW  INCOME  OCCUPANCY.  NECESSITATES  THAT  THE 
MAXIMUM  FLEXIBILITY  BE  INCORPORATED  INTO  THE  AGREED  UPON  USES  OF 
THIS  FUND.   STATE  AGENCIES  HAVE  PROPOSED  AND  REQUIRE  THE  ABILITY 
TO  USE  THE  FUNDS  AS  FOLLOWS: 

O      THE  PROVISION  OF  ADDITIONAL  RENT  SUPPLEMENT  AND  RENTAL 
ASSISTANT  PAYMENT  UNITS. 

O     PROVIDE  FOR  A  METHOD  OF  PAYMENT  IN  MEETING  THE  10  PERCENT 
MATCH  FOR  RAP  AND  RENT  SUPPLEMENT. 

O     SECTION  236  NON-INSURED  MORTGAGE  INCREASES. 

O     SECOND  MORTGAGE  APPLICATION. 

O      ADDITIONAL  SECTION  236  SUBSIDY  IN  PARTIALLY  ASSISTED 
PROJECTS. 

O     POTENTIAL  MORTGAGE  TERM  EXTENSIONS. 

O     OPERATING  LOSS  LOANS. 
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DURINO  THE  99TH  CONGRESS  THIS  COMMITTEE  AT  THE  URGING  OF 
SENATOR  D'AMATO  (R-NY)  REQUIRED  IN  H.R.  5313  THAT  HUD  IMMEDIATELY 
RELEASE  236  FUNDS.   THE  REPORT  LANGUAGE  (SEE  REPORT  99^87, 
CALENDAR  NO.  992,  PAGE  10)  SHOULD  BE  INCLUDED  IN  ANY  BILL  PASSED 
THIS  YEAR.   SUCH  FUNDS  SHOULD  BE  RELEASED  IMMEDIATELY  FOR  ANY  OR 
ALL  OF  THE  PURPOSES  OUTLINED  ABOVE. 

RENTAL  ASSISTANCE  PAYMENT  (RAP)  AND  RENT  SUPPLEMENT  (RS)  ARE 
THE  TWO  BASIC  TYPES  OF  DEEP  SUBSIDY  UTILIZED  IN  THE  236  HOUSING 
PROGRAM.   RENT  SUBSIDIES  ARE  PROVIDED  BY  HUD  DIRECTLY  TO  THE 
OPERATING  ACCOUNTS  OF  EACH  CONTRACTED  DEVELOPMENT.    RAP  AND 
RENT  SUPPLEMENT  PAY  THE  DIFFERENCE  BETWEEN  30  PERCENT  OF  A  QUALI- 
RED  HOUSEHOLD'S  ADJUSTED  INCOME  AND  THE  236  BASIC  RENT.   THE 
OVERALL  VALUE  OF  THESE  RAP/RS  SUBSipiES  HAVE  BEEN  REDUCED  BECAUSE 
AMENDMENTS  TO  THE  CONTRACTS  HAVE  NOT  KEPT  PACE  WITH  INCREASING 
COSTS.   RECENTLY  HUD  HAS  AMENDED  THE  FUNDING  MECHANISM  FOR  THESE 
PROGRAMS  BASED  UPON  LEGISLATION  TO  REQUIRE  THAT  OWNERS  PAY  10 
PERCENT  OF  PROJECTED  SHORTFALLS  IN  RAP/RS  CONTRACTS.   OWNERS  HAVE 
NOT  AGREED  TO  FUND  THIS  DIFFERENCE.    IN  FACT.  NON-PROFIT  SPONSORS 
DO  NOT  HAVE  THE  MEANS  TO  FUND  THIS  PORTION.    IN  BOTH  INSTANCES 
THE  END  RESULT  IS  A  REDUCTION  IN  THE  NUMBER  OF  LOW  INCOME  UNITS. 

TO  STEM  THIS  EROSION,  ANY  HOUSING  BILL  PASSED  BY  THE  lOOTH 
CONGRESS  SHOULD  INCLUDE  SUFFICIENT  FUNDING  FOR  THE  RAP/RS 
PRCXSRAM  SO  THAT  CURRENT  CONTRACTS  CAN  BE  MET.   THE  ACCOMPANYING 
REPORTS  SHOULD  REQUIRE  HUD  TO  CONTINUE  TO  LIVE  UP  TO  ITS  OBLIGA- 
TIONS WITH  RESPECT  TO  THIS  PROGRAM. 
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FLEXIBLE  SUBSIDY  PROGRAM 

THE  FLEXIBLE  SUBSIDY  PROGRAM  IS  ANOTHER  VALUABLE  PROGRAM 
THAT  PROVIDES  TWO  BENEFITS  TO  STATE  AGENCIES  WITH  SECTION  236 
PROJECTS.  IT  PROVIDES  DEFERRED  (1  PERCENT)  LOANS  FOR  NEEDED 
CAPITAL  REPAIRS  AND  OTHER  PROJECT  NEEDS  AND  EXTENDED  LOCK-INS 
WHICH  ASSURES  CONTINUED  AVAILABILITY  OF  NEEDED  LOW  AND  MODERATE 
INCOME  HOUSING  UNITS  FOR  THE  REMAINING  BALANCE  OF  THE  MORTGAGE 
TERM.   MASTER  CONTRACTS  ENTERED  INTO  IN  1984  HAVE  BEEN  PARTL^LLY 
FUNDED  BUT  THE  REMAINING  FUNDS  HAVE  NOT  BEEN  ALLOCATED  BECAUSE 
HUD  HAS  SEVERELY  DELAYED  ITS  PROCESSING  ON  A  NUMBER  OF  AGENCIES' 
REQUESTS. 

IN  ORDER  TO  ASSIST  THEIR  TROUBLED  PROJECTS.  STATE  AGENOES 
NEED  ASSURANCE  FROM  HUD  THAT  PROGRAM  GUIDELINES  AND 
DEPARTMENTAL  PROCEDURES  WILL  NOT  IMPEDE  THEIR  ABILITY  TO  SPEND* 
FLEXIBLE  SUBSIDY  FUNDS.    AGENOES  WOULD  ALSO  LIKE  ASSURANCES  THAT 
A  PORTION  OF  THE  FLEXIBLE  SUBSIDY  FUNDS  BE  PROVIDED  EACH  YEAR  TO 
UNINSURED  PROJECTS  IN  ORDER  TO  ASSIST  THE  MOST  TROUBLED  STATE 
AGENCY  PROJECTS.   THE  STATE  AGENCY  PORTION  SHOULD  EQUAL  THE 
PERCENTAGE  OF  UNINSURED  SECTION  236  UNITS  TO  THE  TOTAL  UNIVERSE 
OF  SECTION  236  UNITS  (THIS  CONCEPT  ADOPTED  BY  THEN  SENATE  BANKING 
CHAIRMAN  GARN  AND  SENATORS  D'AMATO  AND  LAUTENBERG  IN  A  SENATE 
COLLOQUY  ON  JUNE  21,  1983  (CONGRESSIONAL  RECORD.  PAGE  S  8792)).    WE 
ASK  THAT  THESE  CONSIDERATIONS  BE  INCORPORATED  INTO  THIS 
COMMITTEE'S  HOUSING  BILL. 
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ADMINISTRATIVE  FEES 

STATE  HOUSING  HNANCE  AGENCIES,  WHICH  IN  SOME  CASES  ARE  PUBLIC 
HOUSING  AUTHORITIES  FOR  PURPOSES  OF  THE  SECTION  8  EXISTING  PRO- 
GRAM, SUPPORT  THOSE  SECTIONS  OF  HJfl.  4  RELATING  TO  ADMINISTRATIVE 
FEES  PAID  TO  PUBLIC  HOUSING  AUTHORITIES  (PHA'S)  FOR  ADMINISTERING 
THE  SECTION  8  EXISTING  RENTAL  ASSISTANCE  CERTIHCATE  AND  VOUCHER 
PROGRAMS.  SECTIONS  232  (A)  AND  SECTIONS  235(E)  OF  RR.  4  PROVIDE 
THAT  ADMINISTRATIVE  FEES  SHALL  BE  AT  THE  PERCENTAGE  AND 
CALCULATED  BY  THE  SAME  METHOD  AT  THE  RATE  AND  IN  THE  MANNER 
ESTABLISHED  BY  HUD  IN  EFFECT  ON  JANUARY  1,  1985.   THIS  MEANS  THAT 
THE  ADMINISTRATIVE  FEE  IS  SET  AT  8.5  PERCENT  AS  OPPOSED  TO  7.65  PER- 
CENT CURRENTLY  IN  FORCE  FOR  VOUCHERS.   WE  APPLAUD  THE  CQMMITTEE 
FOR  ITS  STAND  ON  THIS  ISSUE.   IN  ADDITION,  WE  URGE  THAT  THE  HOUSE 
IN  ITS  BILL  PROVIDE  THAT  PHA*S  BE  ALLOWED  TO  ASSIST  IN  THE 
ESTABLISHMENT  OF  PROGRAM  GUIDELINES,  THUS  ELIMINATING  SOME 
UNNECESSARY  PAPERWORK  AND  EFFECTUATE  A  MORE  TIMELY  IMPLEMENTA- 
TION. 

HUD  REDUCED  THE  SECTION  8  ADMINISTRATIVE  FEE  FOR  CERTIFICATES 
ON  JULY  1.  1985  FROM  8.5  PERCENT  TO  7.65  PERCENT.   THAT  REDUCTION  IN 
AND  OF  IT  SELF  RESULTED  IN  ECONOMIC  STRESS  ON  PUBLIC  HOUSING 
AUTHORITIES  (AGAIN.  INCLUDING  STATE  HOUSING  FINANCE  AGENCIES) 
ADMINISTERING  PROGRAMS  STATEWIDE.   BUT  THE  REDUCTION  TO  7.65  PER- 
CENT IS  ONLY  PART  OF  THE  REVENUE  PROBLEM  FOR  ADMINISTERING 
AGENCIES.   THAT  REDUCTION  MUST  BE  VIEWED  IN  LIGHT  OF  THREE  OTHER 
FACTORS:  THE  INCREASE  IN  VOUCHERS  AND  THE  CORRESPONDING  DECREASE 
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IN  CERTIFICATES,  THE  DECREASE  IN  FAIR  MARKET  RENTS  (FMR)  AND 
CONTINUOUS  REVISIONS  TO  PROGRAM  RULES  AND  REGULATIONS  MAKING 
THE  PROGRAM  MORE  COMPLEX  AND  DIFFICULT  TO  ADMINISTRATE.  WHEN 
THESE  THREE  FACTORS  ARE  CONSIDERED,  PUBLIC  HOUSING  AGENCIES  MUST 
HAVE  THE  8J  PERCENT  FEE  FOR  CERTIFICATES  TO  PRODUCE  SUFFIOENT 
REVENUES  TO  EFFECTIVELY  OPERATE  AND  MANAGE  THE  PROGRAMS. 

THE  IMPACT  OF  THE  INCREASING  USE  OF  VOUCHERS  AND  THE 
LOWERING  OF  FMR'S  RESULTS  IN  SIGNIFICANT  REVENUE  LOSSES  TO  THE 
PHA'S.    AS  STATED  EARLIER,  PHA'S  CURRENTLY  RECEIVE  ONLY  A  6.5  PER- 
CENT ADMINISTRATIVE  FEE  PER  VOUCHERS.    HUD  IS  PHASING  IN  VOUCHERS 
AS  CONTRACTS  FOR  CERTIFICATES  LAPSE.   WHILE  VOUCHERS  ARE  INTENDED 
TO  BE  MORE  COST-EFFICIENT  TO  ADMINISTER.  IT  IS  THE  EXPERIENCE  OF 
HFA-S  THAT  THEY  CANNOT  BE  ADMINISTERED  AT  THE  6.5  PERCENT  LEVEL. 
THIS  MEANS  THAT  A  HFA  OPERATING  BOTH  A  VOUCHER  AND  A  CERTIFICATE 
PROGRAM  MUST  USE  ADMINISTRATIVE  FEES  EARNED  ON  THE  CERTIFICATE 
PROGRAM  TO  SUBSIDIZE  THE  VOUCHER  PROGRAM.   WITH  THE  PHASE-OUT  OF 
CERTIFICATES,  HUD  IS  EFFECTIVELY  REDUCING  INCOME  TO  PHA*S  WHILE 
SIMULTANEOUSLY  INCREASING  COSTS  TO  HFA;S  BY  PHASING  IN  VOUCHERS. 
HFA'S  REQUIRE  AN  8.5  PERCENT  ADMINISTRATIVE  FEE  ON  CERTIFICATES  TO 
OFFSET  THIS  REVENUE  LOSS.   CSHA  ALSO  SUPPORTS  AN  INCREASE  IN  THE 
VOUCHER  ADMINISTRATIVE  FEE  TO  8.5  PERCENT  SO  THAT  THE  VOUCHER 
PROGRAM  CAN  "PAY  ITS  OWN  WAY." 

THE  ADJUSTMENTS  IN  FAIR  MARKET  RENTS  THAT  MANY  STATE  AGENOES 
HAVE  EXPERIENCED  OVER  THE  PAST  YEAR  ALSO  ADVERSELY  IMPACTS  UPON 
THE  REVENUES  REQUIRED  TO  RUN  THE  PROGRAM   FOR  STATE  HOUSING 
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FINANCE  AGENCIES  WHICH  OFTEN  OPERATE  THE  SECTION  8  PROGRAM  STATE- 
WIDE AND  IN  THE  MORE  RURAL,  POORER  AREAS  OF  A  STATE,  THE  IMPACT 
IS  MOST  SIONinCANT.    IN  THESE  AREAS,  FAIR  MARKET  RENTS  HAVE 
GENERALLY  DECREASED.   SINCE  THE  ADMINISTRATIVE  FEE  IS  A  PERCENT  OF 
THE  FMR,  A  DECREASE  IN  THE  FMR  RESULTS  IN  A  DECREASED  ADMINISTRA- 
TIVE FEE  TO  THE  HFA.   THIS  IS  PARTICULARLY  ONEROUS  BECAUSE  IT  IS 
THESE  VERY  AREAS,  THE  RURAL  POOR  AREAS.  THAT  ARE  THE  MOST  EXPEN- 
SIVE HFA-S  TO  SERVE.  TRAVEL  AND  TRANSPORTATION  COSTS  ARE  HIGHER 
AS  ARE  PERSONNEL  COSTS  BECAUSE  IT  TAKES  MORE  PEOPLE  TO  SERVE 
FEWER  CERTIFICATE  OR  VOUCHER  HOLDERS  AND  BECAUSE  OF  THE  GREATER 
GEOGRAPHICAL  TERRITORY  THAT  MUST  BE  COVERED.   THERE  ARE  NO  COST- 
EFFICIENT  ALTERNATIVES  FOR  THOSE  AREAS.    IF  STATE  HOUSING  FINANCE 
AGENCIES  COULD  NOT  SERVE  THE  AREAS,  THOSE  AREAS  WOULD  GO 
UNSERVED.   FOR  THIS  REASON,  UFA'S  REQUIRE  AN  8.5  PERCENT  ADMINISTRA- 
TIVE FEE  ON  CERTIFICATES  AND  VOUCHERS  TO  OFFSET  THESE  PROGRAM 
EXPENSES. 

HNALLY,  PROGRAM  EXPENSES  HAVE  BEEN  DRIVEN  UP  FOR  OTHER 
REASONS.   OPERATING  COSTS  HAVE  RISEN  ACROSS  THE  BOARD  FROM  AUTO- 
MOBILES TO  COMPUTER  SERVICES.    FINALLY,  HFA'S  ARE  NOW  REQUIRED  TO 
UNDERGO  AN  AUDIT  ON  A  YEARLY  BASIS  AS  OPPOSED  TO  EVERY  OTHER 
YEAR.   THE  COST  OF  SUCH  AUDIT  IN  CASH  OUTLAYS  AND  STAFF  TIME  IS 
SIGNIFICANT.    IT  CAN  ONLY  BE  EXPECTED  THAT  ADMINISTRATIVE  COSTS 
WILL  CONTINUE  TO  ESCALATE.    WITHOUT  AN  8.3  PERCENT  ADMINISTRATIVE 
FEE  OR  WITH  ANY  FURTHER  REDUCTION  OF  ADMINISTRATIVE  FEES,  UFA'S 
MAY  BE  UNABLE  TO  OPERATE  THE  SECTION  8  EXISTING  PROGRAM  ULTI- 
MATELY, IT  IS  THE  POOR  AND  THE  POORLY  HOUSED  WHO  WILL  SUFFER  THE 
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GREATEST  FROM  ANY  FURTHER  REDUCTION. 

FAIR  MARKET  RENTS 

THE  SETTING  OF  FAIR  MARKET  RENT  (FMR)  LEVELS  IN  THE  PAST  FEW 
YEARS  HAS  CAUSED  GRAVE  PROBLEMS  IN  MANY  STATES.   THE  FIRST  IS  HUD'S 
UNWILLINGNESS  AND  INABILITY  TO  FAIRLY  REFLECT  MARKET  RENTAL  CON- 
DITIONS HAS  SEVERELY  IMPACTED  THE  SECTION  8  EXISTING  HOUSING  PRO- 
GRAM  HUD  CHANGED  TO  AN  ELABORATE  AND  EXPENSIVE  METHODOLOGY 
TO  DETERMINE  FMR'S,  RESULTING  IN  THE  REDUCTION  OF  FMR'S  IN  AREAS 
WHERE  CLEARLY  THIS  SHOULD  NOT  BE  THE  CASE  BASED  ON  LOCAL  MARKET 
CONDITIONS. 

FOR  INSTANCE,  FAIR  MARKET  RENTS  PUBLISHED  IN  1986  WERE  DRASTIC- 
ALLY REDUCED.   FOR  EXAMPLE,  IN  MICHIGAN  ABOUT  50  PERCENT  OF  THE 
RENTS  PUBLISHED  BY  HUD  DECREASED  OR  REMAINED  AT  1985  LEVELS.   IN 
TWO  COUNTIES,  MACKINAC  AND  CHIPPEWA,  THE  TWO  BEDROOM  RENT  DE- 
CREASED BY  $49.   THIS  DECREASE  ALONG  WITH  UTILITY  ALLOWANCE 
INCREASES  RESULTED  IN  A  $71  CONTRACT  RENT  CHANGE.   THIS  MEANS  THE 
HOUSEHOLD  MUST  FIND  A  TWO  BEDROOM  UNIT  THAT  RENTS  FOR  $230;  THIS 
$71  DECREASE  WOULD  SUBSTANTIALLY  IMPACT  HOUSING  QUALITY  AND 
TENANT  CHOICE. 

SECONDLY.  BY  PROGRAM  DESIGN  HUD  MUST  REVIEW  AND  PUBLISH  FAIR 
MARKET  RENTS  ON  AN  ANNUAL  BASIS.   THIS  PRACTICE  HAS  NOT  ALWAYS 
BEEN  ADHERED  TO.    FOR  INSTANCE,  IN  1985  FMR*S  WERE  NOT  PUBLISHED  IN 
OCTOBER,  THEY  WERE  WITHHELD  UNTIL  APRIL  OF  1986  WHEN  HALF  OF  THE 
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SCHEDULED  RENTS  WERE  PUBLISHED.   THE  RE^4AININO  RENTS  WERE  PUBLISH- 
ED IN  AUGUST  OF  1986.   ANNUAL  ADJUSTKfENT  FACTORS  ARE  ALSO  DELAYED 
UNNECESSARILY.  ' 

THIRDLY,  AS  FMR*S  DECREASE  FEWER  OPERATING  MONIES  ARE  GEN-' 
ERATED  TO  OFFSET  HFA  COSTS. 

IN  ORDER  TO  ALLEVIATE  THESE  PROBLEMS  CONGRESS  SHOULD  INSTRUCT 
HUD  TO  CONDUCT  ACCURATE  AND  CONCISE  MARKET  STUDIES  ANNUALLY  TO 
DETERMINE  FAIR  MARKET  RENTS  AND  INSTRUCT  IT  THAT  IF  RENTS  SHOULD 
DECREASE  IN  A  PARTICULAR  AREA  FOR  A  SPECIFIC  UNIT  SIZE  AND/OR 
TYPE,  NOT  TO  REDUCE  THE  FMR  BUT  HOLD  HARMLESS  THE  CURRENT  FMR. 

IN  ADDITION,  HUD  SHOULD  BE  REQUIRED  TO  PUBLISH  RENTS  ON  THE 
SAME  DATE  ANNUALLY  AND  A  REALISTIC  COMMENT  PERIOD  SHOULD  BE 
ESTABLISHED  WITHIN  WHICH  TO  CHALLENGE  PROPOSED  RENTAL  CHANGES. 

COMPARABILITY 

THE  DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT  IS  REQUIRING 
THAT  ALL  SECTION  8  NEW  CONSTRUCTION/SUBSTANTIAL  REHAB  PROJECTS 
SUBMIT  TO  A  COMPUTATION  METHODOLOGY  FOR  ANNUAL  RENT  ADJUST- 
MENTS WHICH,  IF  APPLIED,  WOULD  RESULT  IN  RENT  ROLLBACKS  FOR  MANY 
PROJECTS  AND  NO  INCREASES  FOR  MANY  (OR  POSSIBLY  MOST)  OTHER 
PROJECTS.   WHILE  IT  APPEARS  TO  BE  A  HUD  OBJECTIVE  TO  ACCOMPLISH 
COMPARABILITY  AND  ACHIEVE  ROLLBACKS  ON  A  NATIONAL  SCALE,  AN 
ANALYSIS  OF  THE  HOUSING  ASSISTANCE  PAYMENTS  CONTRACT,  THE  ANNUAL 
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CONTRIBUTIONS  CONTRACT,  THE  APPLICABLE  HOUSING  ACT  AND  HUD'S 
REGULATIONS  RELATIVE  TO  THE  SECTION  8  PROGRAM  HAS  LED  MANY  TO 
THE  CONCLUSION  THAT  RENT  ROLLBACKS  COULD  NOT  BE  LEGALLY  JUSTIFIED 
UNDER  ANY  CIRCUMSTANCES  OTHER  THAN  THE  PUBLICATION  IN  THE 
FEDERAL  REGISTER  BY  HUD  OF  A  NEGATIVE  AUTOMATIC  ANNUAL  ADJUST- 
MENT FACTOR  NUMBER.    IN  ADDITION,  THE  AREA  OFFICES  RESPONSIBLE 
FOR  ACCOMPLISHING  COMPARABILITY  ARE  NOT  ACTING  UNIFORMLY.  CREAT- 
ING GREAT  CONFUSION  AND  CONCERN  AMONGST  CSHA  MEMBERS  AS  THEY 
ATTEMPT  TO  DEAL  WITH  THIS  ISSUE. 

LITIGATION  HAS  BEEN  INITIATED  IN  THE  U.S.  COURT  OF  CLAIMS  IN 
WASHINGTON.  DC.  AGAINST  HUD  BY  179  HUD-FINANCED  PROJECT  SPONSORS. 
THE  PLAINTIFFS  CLAIM  THAT  HUD'S  ACTIVITIES  RELATIVE  TO  THE  RENT 
ROLLBACKS  CONTRAVENE  THE  FEDERAL  ADMINISTRATIVE  PROCEDURE  ACT, 
CONTRACTS  BETWEEN  THE  PLAINTIFFS  AND  HUD.  AND  ARE  CONTRARY  TO 
THE  APPLICABLE  HOUSING  ACT  AS  WELL  AS  HUD  REGULATIONS  WHICH 
IMPLEMENT  THAT  ACT. 

WE  ASK  THIS  COMMITTEE  TO  DIRECT  HUD  TO  REFRAIN  FROM  FURTHER 
ACTIONS  ON  THE  ISSUE  OF  COMPARABILITY  OF  RENTS  IN  SECTION  8 
PROJECTS  UNTIL  THE  ISSUE  CAN  BE  STUDIED  IN  DEPTH.    THE  QUESTION  IS 
REALLY  NOT  WHETHER  PROJECT  RENTS  ARE  COMPARABLE  TO  OTHER  RENTS 
IN  THE  AREA  BUT  WHETHER  THE  RENTS  ARE  SUFFICIENT  TO  MEET  THE 
REASONABLE  OPERATING  COSTS  OF  THE  PROJECT.    IF  THEY  ARE  NOT. 
OWNERS  WILL  NOT  BE  WILLING  TO  MAINTAIN  THESE  UNITS  FOR  LOW  INCOME 
TENANTS. 
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HOUSINO  HNANCE  AOENQES  WERE  STRINGENT  IN  THEIR  UNDERWRITINO 
CRITERIA  IN  DEVELOPING  THEIR  PROJECTS  AND  MOST  REQUIRED  A  LIMITED 
RETURN  ON  EQUITY  EVEN  BEFORE  HUD  MANDATED  IT.    AGENaES  CLOSELY 
MONITOR  THE  OPERATING  COSTS  OF  THE  PROJECTS  THEY  FINANCED  AND 
HAVE  THE  ADVANTAGE  OF  COMPARING  THESE  COSTS  WITH  OTHERS  STATE- 
WIDE  CSHA  AND  ITS  MEMBERS  HAVE  BEGUN  A  DETAILED  STUDY  OF  THE 
COMPARABILITY  ISSUE.   WE  ASK  THAT  THIS  COMMITTEE  REQUIRE  HUD  TO 
WORK  WITH  CSHA,  ITS  MEMBERS  AND  OTHER  INTERESTED  PARTIES  TO  ESTAB- 
LISH A  FAIR  AND  WORKABLE  PROCEDURE  TO  ASSURE  BOTH  THE  FINANaAL 
VIABILITY  AND  THE  LOW  INCOME  CHARACTER  OF  THESE  DEVELOPMENTS. 

CONGREGATE  HOUSING  SERVICE  PROGRAMS 

THE  CONGREGATE  HOUSING  SERVICES  PROGRAM  (CHSP)  WAS 
AUTHORIZED  AND  FUNDED  UNDER  TITLE  IV  OF  THE  HOUSING  AND 
COMMUNITY  DEVELOPMENT  ACT  OF  1978  (92  STAT  2080,  42  USC  5301).   THE 
CHSP  IS  BASED  ON  THE  PREMISE  THAT  THE  USE  OF  APPROPRIATE 
COMMUNITY-BASED  SUPPORTIVE  SERVICES.  INCLUDING  MEALS  AND  ASSIST- 
ANCE  WITH  ACTIVITIES  OF  DAILY  LIVING,  CAN  HELP  FRAIL  ELDERLY  AND 
HANDICAPPED  PERSONS  TO  CONTINUE  TO  LIVE  INDEPENDENTLY.  THEREBY 
AVOIDING  PREMATURE  INSTITUTIONALIZATION.    AS  LEGISLATED  BY 
CONGRESS,  THIS  PROGRAM  REPRESENTED  THE  FIRST  TIME  HUD  LINKED  A 
SUPPORTIVE  SERVICE  PACKAGE  WITH  HUD-SUPPORTED  HOUSING.   THIS 
PROGRAM,  IN  ITS  ■PILOT*  OR  "DEMONSTRATION"  FORM,  HAS  FUNDED 
SERVICES  AT  SOME  63  PUBLIC  HOUSING  AUTHORITY  AND  "SECTION  202" 
SPONSORED  HOUSING  PROJECTS  (STATE  HOUSING  FINANCE  AGENCY  FINANCED 
PROJECTS  ARE  NOT  ALLOWED  TO  PARTICIPATE).   H.R.  4  PROPOSES  CONTINU- 
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ED  FUNDING  OF  PROJECTS  PRESENTLY  UNDER  CONTRACT,  AS  S.  2507  DID 
LAST  YEAR.   H.R.  4  WOULD  ALLOW  AN  APPROPRIATION  OF  $10  MILUON. 

CSHA  SUPPORTS  THE  CONCEPT  OF  PROVISION  OF  SERVICES  IN  PROJECTS 
FOR  THE  ELDERLY  AND  HANDICAPPED  AND,  IN  FACT,  IS  JUST  COMPLETING, 
IN  COLLABORATION  WITH  THE  NATIONAL  ASSOaATION  OF  STATE  UNITS  ON 
AGING,  AN  18-MONTH  STUDY  OF  ELDERLY  HOUSING  AND  SUPPORT  SERVICES 
INITIATIVES  OF  STATE  HOUSING  FINANCE  AGENaES  AND  STATE  UNITS  ON 
AGING.   A  MAJOR  PRODUCT  OF  THIS  STUDY  WILL  BE  A  SUPPORT  SERVICES 
MODEL  BASED  ON  SUCCESSFUL  PROGRAMS  IN  NEW  JERSEY.  MARYLAND  AND 
MASSACHUSETTS  THAT  COULD  BE  MADE  REPLICABLE  IN  LOWER  INCOME 
PROJECTS  THROUGHOUT  THE  COUNTRY.   THIS  MODEL  WILL  PRESENT  THE 
MOST  COST-EFFECTIVE  SYSTEM  OF  ACCESSING  AND  PROVIDING  SERVICES  BUT 
IT  WILL  BY  NECESSITY  REQUIRE  SOME  LEVEL  OF  FUNDING  FROM  STATE  AND 
FEDERAL  GOVERNMENTS. 

CSHA  SUPPORTS  FUNDING  THROUGH  FY  1988  FOR  CONGREGATE  HOUSING 
SERVICES  FOR  PROJECTS  ALREADY  UNDER  CONTRACT  AND  WE  REQUEST 
THAT  THIS  DEMONSTRATION  ALLOW  HFA-FINANCED  PROJECTS  TO  COMPETE 
FOR  ANY  REMAINING  FUNDS. 

WE  FURTHER  PROPOSE  TO  THIS  SUBCOMMITTEE  THAT  ITS  STAFF  WORK 
THIS  YEAR,  WITH  A  TASK  GROUP  THAT  WOULD  INCLUDE  CSHA  AND  NASUA. 
TO  CONVERT  THIS  DEMONSTRATION  TO  A  NATIONAL  PROGRAM,  FUNDED  AT 
THE  FEDERAL  LEVEL  WITH  APPROPRIATE  INCENTIVES  FOR  STATE  FINANCIAL 
PARTICIPATION.   SUCH  A  PROGRAM  WOULD  BE  AVAILABLE  TO  ALL  HUD- 
ASSISTED  PROJECTS  FOR  THE  ELDERLY  AND  HANDICAPPED,   INCLUDING  HFA 
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FINANCED  PROJECTS.  WE  BELIEVE  THAT  A  FEDERAL  CONCatEGATE  HOUSING 
SERVICES  PROGRAK  WITH  A  STANDARD  MODEU  ADftONISTERED  AT  THE 
STATE  LEVEL  BY  THE  TWO  AGENCIES  MOST  EXPERIENCED  AND  KNOWLEDGE- 
ABLE IN  THE  FIELDS  OF  HOUSING  AND  SERVICES.  WILL  PRODUCE  RESULTS 
THAT  COULD  NOT  BE  ACHIEVED  BY  A  FRAGMENTED  PROGRAM  ADMINISTER- 
ED DIRECTLY  BY  HUa   WITH  THE  GROUNDWORK  ALREADY  DONE  BY  CSHA 
AND  NASUA.  A  PROGRAM  COULD  BE  DESIGNED  AND  READY  FOR  IMPLEMENTA- 
TION IN  FY  t9. 

AFTER  IMPLEMENTATION  OF  A  FULL  FLEDGED  CONGREGATE  HOUSING 
SERVICES  PROGRAM,  ALL  PROJECTS  SHOULD  COME  L'NDER  ITS  ALLSPICES. 

HOMELESSNESS 

EVERYONE  IS  AWARE  THAT  HOMELESSNESS  IN  THE  UNITED  STATES  HAS 
EVOLVED  INTO  A  CRISIS  SITUATION.    ESTIMATES  VARY  FROM  350,000  TO 
OVER  3  MILLION  PEOPLE  WHO  DO  NOT  HAVE  ANY  PERMANENT  ADDRESS  OR 
MEANS  OF  SHELTER.   ONLY  THROUGH  THE  DEVELOPMENT  OF  A  FEDERAL 
HOUSING  POLICY  CAN  A  COMPREHENSIVE  STRATEGY  BE  DEVISED  TO  ALLEVI- 
ATE AND  EVENTUALLY  ELIMINATE  THIS  SERIOUS  PROBLEM. 

WITH  AN  INCREASE  IN  FEDERAL  ASSISTANCE,  THIS  GOAL  CAN  BE 
ACHIEVED.    FEDERAL  FUNDS  COULD  PROVIDE  THE  MEANS  FOR: 

O     CONVERSION  OF  VACANT  AND  SURPLUS  FEDERAL,  STATE  AND 
LOCAL  BUILDINGS  INTO  SHELTERS  FOR  THE  HOMELESS; 
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O     THE  DEVELOPMENT  OF  SUPPORT  SERVICES  TO  PROVIDE  COUNSELING 
AND  JOB  TRAINING;  AND 

O     OPERATING  EXPENSES. 

HOMELESSNESS  CAN  BE  REDUCED,  IF  NOT  ERADICATED,  WHEN  FEDERAL, 
STATE  AND  LOCAL  GOVERNMENTS  UNIFY  THEIR  FUNDING  SOURCES  AND 
DEVELOP  CREATIVE  STRATEGIES. 

AS  QUASI-GOVERNMENTAL  ENTITIES,  HOUSING  FINANCE  AGENCIES  ARE 
IN  A  UNIQUE  POSITION  TO  HELP  IDENTIFY  AND  SUPPORT  HOUSING  INITIA- 
TIVES FOR  THE  HOMELESS  IN  THEIR  RESPECTIVE  STATES.   HFA'S,  A  LOCUS 
OF  ACTIVITY  AND  COMMUNICATION  IN  THE  HOUSING  COMMUNITY,  SUSTAIN 
RELATIONSHIPS  WITH  LOCAL  GOVERNMENTS,  BUILDERS,  NON-PROFIT  ORGANI- 
ZATIONS, AND  OTHERS  CONCERNED  WITH  THE  PLIGHT  OF  THE  HOMELESS. 

SEVERAL  HFA'S  HAVE  ALREADY  PROVEN  THEIR  FINANCIAL  AND 
TECHNICAL  EXPERTISE  IN  PROVIDING  HOUSING  FOR  THE  HOMELESS: 

THE  DIRECTOR  OF  THE  MAINE  STATE  HOUSING  AUTHORITY  CHAIRED 
HER  GOVERNOR'S  TASK  FORCE  STUDYING  THE  PLIGHT  OF  THE  HOMELESS. 
THE  COMPLETED  STUDY  MADE  RECOMMENDATIONS  FOR  IMPROVED  HOUSING, 
SUPPORT  SERVICES,  AND  INCOME  SUPPORT  FOR  THE  HOMELESS.   THE  MAINE 
STATE  HOUSING  AUTHORITY  HAS  RESPONDED  TO  THE  CHALLENGE  OF 
HOMELESSNESS  THROUGH  ITS  HOMELESS  SHELTER  FINANCING  PROGRAM, 
WHICH  UTILIZES  TRUST  FUND  REVENUE  TO  PROVIDE  1  PERCENT  LOANS  FOR 
THE  DEVELOPMENT  OF,  OR  REPAIRS,  TO  SHELTERS.   SINCE  1983,  7  SHELTERS 
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HAVE  BEEN  FINANCED. 

IN  GEORGIA,  THE  GEORGIA  RESIDENTIAL  FINANCE  AUTHORITY  HAS 
USED  RESERVE  FUNDS  TO  FUND  A  HOMELESS  REVOLVING  LOAN  FUND.   THE 
FUND  WILL  LEVERAGE  RESOURCES  FROM  OTHER  PUBLIC  AND  PRIVATE 
ENTITIES  ON  A  PROJECT-BY-PROJECT  BASIS,  CREATING  A  MODEL  OF  PUBLIC- 
PRIVATE  COOPERATION  IN  ADDRESSING  THE  NEEDS  OF  THE  HOMELESS. 

RECOGNIZING  THAT  THE  HOUSING  NEEDS  OF  THE  HOMELESS  CAN  BE 
VARIED  AND  COMPLEX,  THE  STATE  OF  MARYLAND  APPROPRIATED  S2  MILLION 
TO  THE  COMMUNITY  DEVELOPMENT  ADMINISTRATION  TO  PROVIDE  LOW 
INTEREST.  NO-INTEREST.  AND  DEFERRED  LOANS  FOR  TEMPORARY  SHELTERS. 
EMERGENCY  HOUSING  FACILITIES,  AND  GROUP  HOMES.   THE  FUNDS  ARE 
LOANED  TO  COMMUNITY  BASED  NON  PROFIT  ORGANIZATIONS. 

IN  ADDITION  TO  THE  ABOVE,  NEW  HAMPSHIRE,  COLORADO,  RHODE 
ISLAND,  AND  SEVERAL  OTHER  STATES  HAVE  DEVELOPED  PROGRAMS  THAT 
FUND  URGENTLY  NEEDED  SHELTER  FOR  THE  HOMELESS. 

AT  THIS  TIME,  WHEN  THE  NEED  TO  PROVIDE  SHELTER  FOR  THE  HOME- 
LESS  IS  SO  GREAT.  AVAILABLE  RESOURCES  MUST  BE  USED  CREATIVELY  AND 
CAREFULLY.   THE  HFA*S  OFFER  ADMINISTRATIVE  AND  TECHNICAL  EXPERTISE 
TO  ALLOCATE  FEDERAL  FUNDS  EFFECTIVELY.  AND  TO  PACKAGE  ADDITIONAL 
SUBSIDIES  TO  CREATE  A  COST-EFFECTIVE  PROGRAM  IN  FINALIZING  THE 
EMERGENCY  FOOD  AND  SHELTER  PROGRAM  IN  S.  258  AND  THE  COMPANION 
PROGRAM  IN  H.R.  4.,  WE  URGE  CONGRESS  TO  IDENTIFY  STATE  HOUSING 
FINANCE  AGENaES  AS  VEHICLES  TO  DELIVER  THE  PROGRAM 
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THE  LENGTH  OF  THIS  TESTIMONY  BEARS  WITNESS  TO  THE  FACT  THAT 
THE  PROPOSED  HOUSING  AUTHORIZATION  BILL  MUST  BE  THOROUGHLY  CON- 
SIDERED AND  DEBATED.   THE  RECENT  SERIES  OF  DIRECT  SPENDING  CUT- 
BACKS COMBINED  WITH  THE  LOSS  OF  TAX  CODE  INCENTIVES  AND  THE 
INCREASE  IN  HOUSING  NEED,  PLACES  A  SEVERE  BURDEN  ON  THE  FEW 
REMAINING  FEDERAL  HOUSING  PROGRAMS.    ALL  OF  THESE  PROGRAMS  MUST 
BE  RETAINED  AT  NO  LESS  THAN  CURRENT  LEVELS.   THEIR  AVAILABILITY  TO 
STATE  HOUSING  FINANCE  AGENCIES  MUST  BE  INCREASED  AND  APPROPRIATE 
EFFICIENT  ADMINISTRATION  SYSTEMS  MUST  BE  IMPLEMENTED  OR  MAIN- 
TAINED. 

AS  THE  ROLES  OF  VARIOUS  LEVELS  OF  GOVERNMENT  IN  HOUSING 
BECOME  MORE  CLEARLY  DEFINED,  THE  COUNCIL  OF  STATE  HOUSING 
AGENCIES  WELCOMES  THE  OPPORTUNITY  TO  WORK  WITH  THE  FEDERAL 
GOVERNMENT.  IN  A  SPIRIT  OF  POST-TAX  REFORM  COOPERATION,  TO  ENSURE 
THAT  AMERICA'S  NEEDY  ARE  ADEQUATELY  AND  AFFORDABLY  HOUSED.    WE 
ARE  PREPARED  TO  ANSWER  ANY  QUESTIONS  AND  THANK  YOU  FOR  THIS 
OPPORTUNITY  TO  APPEAR  BEFORE  YOU. 
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Over  the  years,  some  state  Housing  Finance  Agencies  have  been  able 
to  accumlate  reserve  funds  from  non-bond  proceeds,  such  as  fees  and 
earning  on  investments,  and  until  passage  of  the"  Ullman  Bill"  in  1980,  were 
able  to  build  reserves  from  arbitrage  earnings  on  bond  issues.  When  not 
pledged  to  a  particular  bond  issue  or  project,  these  funds  become  available 
for  use  in  a  variety  of  ways.  Not  all  resources  are  available  for  program 
funding,  however.  These  resources  comprise  an  essential  element  of  the 
asset  base  of  HFA's  that  is  considered  by  bond  rating  agencies.  As  such, 
strong  reserves  enhance  the  credit-worthiness  of  bonds  issued  by  HFA's. 
For  this  reason,  agencies  have  been  judicious  in  investing  these  funds, 
choosing  to  deploy  a  portion  of  them  for  demonstration  projects  or  to  create 
low  interest,  targeted  revolving  loan  funds. 

Examples  of  state  HFA  use  of  agency  resources  ranges  across  the 
spectrum  of  agency  involvement,  from  programs  to  encourage 
homeownership  to  financing  the  development  of  homeless  shelters.  In 
Kentucky,  $9  million  has  been  invested  in  a  fund  for  loans  to  homebuyers 
earning  between  $7,000  and  $15,000  per  year,  offering  interest  rates  of 
from  1  to  7  Percent.  The  South  Carolina  State  Housing  Authority  created  a 
demonstration  program  that  provided  mortgage  funds  for  new  homes  priced 
from  $20,000  to  $40,000. 

Secondary  financing  is  provided  to  rental  housing  developers  by  the 
California  Housing  Finance  Agency  as  an  incentive  to  deeper  targeting  of  the 
80/20  bond  program.  Similarly,  at  the  Missouri  Housing  Development 
Corporation,  low  interest  rate  financing  is  blended  with  bond  rate 
financings  for  selected  projects  to  encourage  low  income  rental  production. 

Many  state  HFAs  are  directing  reserve  funds  to  construction  or 
interim  financing  as  a  way  to  lower  the  cost  of  housing  units  being 
produced.  Connecticut  Housing  Finance  Agency  has  targeted  $15  million  to 
finance  home  construction  to  lower  home  sales  prices.  Two  year  loans  for 
rehabilitation,  construction  or  acquisition  for  low-income  single  or 
multifamily  units  are  being  offered  through  a  pilot  program  of  the  Maryland 
Community  Development  Administration. 

Home  improvement  loans  are  offered  by  the  Illinois  Housing 
Development  Authority  at  low  interest  rates  for  one  to  twelve  units 
buildings  in  a  Chicago  pilot  program.  Wisconsin  Housing  and  Economic 
Development   Authority's   demonstration  energy   efficient   rehabilitation 
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program  has  been  funded  as  a  $2  million  revolving  loan  program  to  provide 
short-term  loans  to  non-profit  organizations  to  acquire  older  homes,  to 
make  energy  Improvements  to  them  for  sale  to  low  Income  homebuyers. 

Finally,  state  HFA's  are  deploying  their  reserves  to  fund  Innovative 
programs  for  population  groups  with  special  housing  needs  such  as  the 
elderly,  disabled  and  homeless.  Michigan  State  Housing  Development 
Authority's  alternative  Intermediate  services  program  uses  $1 1.5  million  to 
fund  low  Interest  mortgage  loans  to  developers  of  small  group  homes  for  the 
severely  physically  disabled.  Kentucky  Housing  Corporation's  senior 
homeownership  program  offers  low  Interest  loans  to  homebuyers  62  years 
of  age  and  older.  While  In  Georgia,  the  Residential  Finance  Authority  has 
created  a  Homeless  Revolving  Loan  Fund  to  provide  construction  and 
rehabilitation  funding  to  non-profit  groups  building  homeless  shelters. 

Each  of  the  above  cases  represents  efforts  by  agencies  with  varying 
resources  to  draw  upon.  In  each  case,  an  emphasis  has  been  placed  on 
responsible  Investment  of  the  assets  In  a  way  that  meets  particular  housing 
needs  Identified  by  the  agency.  These  activities  thus  provide  a  valuable 
laboratory  for  housing  programs  which  CSHA  and  the  individual  agencies  are 
closely  monitoring  in  anticipation  of  future  refinements  and,  as  funding 
becomes  available,  expansion. 
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T«stinony  by 

WillUn  B.   Binick* 

State  Bouving  Director 

Stat*  or  mt^  York 

Coniiniitt«e  on  Banking,  Financ*  and  Urban  Affairs 

Subcomm  tt«e  on  Housing  and  Coiununity  Davalopmant 

U  S     Houa«  of  Reprasentatives 

Haybu  Ti  HO(»B«  Offica  Building 

Room  2128 

Washington r  D.C. 

Wadnasday,  March  11,  1987 

2i00  P.N. 

It  is  an  honor  for  na  to  ba  grantad  this  opportunity  to 
spaak  on  bahalf  of  tha  Bnpira  Btata,  Maw  York,  and  to  tastify  in 
support  of  \i   ft, 4,  and  mora  spacifically,  Titla  VI,  tha  Mahanlah 
Housing  Oppoftuntty  Grants  progran. 

I  wlih  to  congratulata  Chairnan  Hanry  Gonsalas  for  making 
this  aiwting  poaeible.  And  I'd  lika  to  thank  Congrassnan  Chuck 
Bchumcr  and  Congr«DBinan  flta^art  HclClnncy  for  introducing  tha 
K*h«nUh  legislation*  Chuck  haa  b««n  copse i ally  activa  on  this 
bill   nahanlah  bagan  in  his  county,  and  to  Chuck's  cradit  ha 
racogniiad  a  succass  and  is  attempting  to  ahar*  it  with  tha 
nation. 

Ovar  a  half  a  cantury  ago.  Maw  York  Btata  Govarnor  Franklin 
Dalano  Roosavalt  nada  a  pladga  "that  tha  paopla  of  tha  Btata  of 
Maw  York  cannot  allow  any  individual  within  har  bordars  to  go 
unfad,  unclothad,  unshaltarad." 

Mhan  Govarnor  Roosavalt  laft  Albany  to  go  to  Washington  as 
Prasidant  Roosavalt  that  sana  comnitmant  was  givan  national 
scopa.  In  tha  following  yaars,  tha  national  govarnmant  bagan  to 
build  a  bipartiaan  tEsdition  of  fadaral  assistanca  for  housing, 
that  raflactad  tha  compassion  of  that  graat  Naw  Yorkar,  Franklin 
Dalano  Rooaavalt. 

Last  months  Govarnor  Mario  M.  Cuomo  aloquantly  statad  for 
thia  Qubcomnittae  the  dagraa  of  tha  naad  for  affordabla  houaing 
In  tha  Btata  of  Naw  York  and  tha  maasuraa  wa,  at  tha  stata- 
laval  hava  bavn  abla  to  taka  to  offar  assistanca  to  rantars, 

hoRiabuyar«  and  the  homeleaa. 

I  know  I  apeak  for  Govarnor  Cuomo  in  congratulating  tha 
mambara  of  thia  subcommlttaa  and  tha  Housa  of  Raprasantativas  on 
tha  passaga  on  H.R.  558,  tha  Urgant  Raliaf  for  tha  Bomalass  Act. 

In  a  Btata  with  a  damonatratod  housing  gap  of  oma  million 
unlta  you  can  aatily  understand  why  haarings  by  Congress  on 
federal  housing  aaBlstanco  can  caaso  us  to  coma  running  from 
Albany  to  Washington  to  add  our  voioo  to  those  of  otbor  states 
and  municipalities. 

Paradoxically,  I  have  come  here  for  two,  seeminfly 
contradictory,  reaaona. 

I  have  come  here  to  ask  for  assistance,  federal  housing 
assistance  to  help  us  help  those  in  desparate  need  of  decent, 
affordable  housing. 

I  am  also  here  to  render  assistance  to  this  Coaaittee  and 
this  Congress  in  support  of  the  Mehemiah  Housing  Opportunity 
Grants  program. 

Bince  19B3  Governor  Cuomo  and  our  Btata  legislature* have  put 
together  a  $4.4  billion  hoasing  program.  With  approaiaMitely  half 
of  the  monies  allocated,  we  have  been  able  to  oonstruct  or  to 
rehabilitate  more  than  100,000  units  of  bousiaf •  Beventy  percent 
of  these  units  benefit  low-incosM  individuals  and  families. 
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The  drastic  reduction  of  federal  housing  assistance  has 
challenged  New  Yorkers,  at  every  level  of  governnent,  in  the 
private  sector,  and  in  the  non-profit  sector  to  find  new  ways  to 
meet  the  tremendous  need. 

While  residential  construction  in  our  State  continues  to  be 
strong,  it  is  the  poor  anc3  the  working  class  who  are  suffering 
the  most  from  the  housing  gap   without  gov«Eniaent  intervention 
private  construction  can  not  benefit  those  who  need  it  most 

Government  intervention  on  behalf  of  the  poorly  sheltered 
and  the  unsheltered  is  a  concept  which  we  have  come  to  accept  as 
a  legitimate  responsibility  of  government.  But  its  practice  is 
fast  becoming  a  dying  art. 

Those  of  us  who  have  sufficient  notches  in  our  belt  to 
commemorate  cur  yea  3  of  service  to  public  housing  have  come  to 
feel  as  though  we  have  lost  a  dear  friend,  that  we  have  lost  a 
partner  in  our  attempt  to  provide  decent,  affordable  shelter. 

H.R.4  gives  us  some  hope  that  the  partnership,  which  has 
been  dormant  for  far  too  long,  Ib  ceawakening.  We  can  not  do  it 
ourselves.  We  can  not  meet  9ill   the  legitimate  needs  for  housing 
without  increased  federal  assistance  For  all  of  our  bags  of 
tricks,  for  all  of  ou  ingenious  funding  mechanisms,  for  all  of 
our  public  and  non-prof  t  support  we  can  not  close  the  gap  by 
gurselves   Tonight   Eingle-vomen  with  fan  liee  will  seek 
emergency  shelter   Tonight  people  will  sleep  in  hallways  and  on 
boxes  under  the  stars.  And  while  I  challenge  any  state  to  show 
me  a  more  aggressive  housinf  policy,  no  state  can     stem  the 
tide  alone. 

At  the  risk  of  sounding  overly  boastful,  if  the  State  of  New 
York  can  not  stem  the  tide  what  chance  do  other  States  have?  New 
York  has  pioneered  housing  programs  for  the  rest  of  the  nation 
for  decades.  The  country's  first  public  housing  development  is 
in  New  York;  our  Mitchell-Lama  program  for  middle-income  housing 
has  demonstrated  what  tax  incentives  can  do  to  spur  assisted 
housing  and  our  Homeless  Housing  Assistance  Program  was  the 
first  capital  grnant  program  in  the  nation  to  address  the 
challenge  of  homelessnees. 

Indeed,  the  Neheniah  project  under  discussion  here  today  was 
born  under  the  same  need  to  provide  affordable  housing  for  New 
Yorkers. 

Better  than  anyone  in  this  nation  I.D.  Robbins,  the  chief 
architect  of  the  Mehemiah  Plan,  can  describe  for  you  the 
mechanics  and  the  feelings  which  went  into  the  success  in  Bast 
Brooklyn. 

I.D.  could  tell  you,  if  Congressman  Schumer  has  not  already 
done  so,  how  the  Bast  Brooklyn  Coumcil  ef  C^rches  put  their 
money  where  their  heart  is,  and  befan  a  program  of  neighborhood 
revitalisation  unparalleled  in  contemporary  society.  He  could 
tell  how  they  began  a  rebuilding  of  heart,  of  pride,  ef 
community,  and  finally  of  homes. 

I.D.  could  tell  you  all  of  this  far  better  than  I  can.  He 
could  list  for  you  the  benefits  of  th«  Uehem  ah  Plan.   In  so 
doing  he  might  start  with  the  freeing-up  of  public  housing 
apartments,  vacated  by  the  new  honovner*   These  valuable 
remenants  of  a  byegone  era  have  been  quickly  claimed  by  low- 
income  families,  some  of  whoa  might  have  otberwiee  been  homeless. 

But  most  importantly  he  could,  if  words  can  do  justice,  list 
for  you  the  names  of  the  new  hoMeovneTs.  People  for  whom 
homeownership  has  been  an  unrealistic  dream. 

I.D.  can  be  likened  to  the  mythioal,  greek  Prometheus.  A 
skilled  craftsman  and  thinker,  who  returned  the  hearth  to  those 
who  have  been  deprived  its  warmth  for  tee  long. 
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I  wanted  to  addrtss  this  fp^jbconunlttee  becausa  I  feel  I  can 
offer  a  rather  unique  proapecttve  on  the  nehemiah  Project.  Once 
you  are  sold  on  the  value  of  th«  Heheaiah  Project  to  East 
Brooklyn,  and  I  can  d«fely  aasuaie  thit  to  be  the  case,  the  next 
hurtle  should  bei   "Can  the  program  be  teplicated  outside  of  New 
York  City?"  I  an  here  to  answer  that  with  an  emphatic,  "Yesl" 

I  an  here  to  testify  that  the  miracle  in  Bast  Brooklyn  was 
no  flash  in  the  pan.  Neheniah  can  be  replicated  outside  New  York 
City,  and  we  are  doing  so  in  a  number  of  conmunities  throughout 
New  York. 

We  have  modeled  our  statewide  program  on  the  East  Brooklyn 
Neheniah  Project's  three  basic  tenetsi 

1.  Homeowner ship  fo  low  and  moderate  income  families 
remains  the  American  drean   Tn  1985  Governor  Cuomo  signed  into 
law  the  Affotdabi*  Homeowtierahip  Davelopment  Trust  Fund  and  the 
Low  Income  Houeing  Trust  Fund  in  an  affort  to  mak«  homeowners hip 
a  reality  for  thoupande  of  Hew  Iforkers   Together  with  existing 
State  programs  like  the  Housing  Development  Fund  and  the  Urban 
Initiatives  New  York  is  bringing  homeownership  to  more  and  more 
New  Yorkers  each  year. 

Nehemlah  not  only  enables  more  people  to  acheive  the 
American  dreaA  but  it  strengthens  conmunities  by  giving  families 
a  great  sense  of  belonging  in  their  community. 

2«  Rtdavtlgpnent  of  distressed  areas  is  most  effective  when 
it  is  initiated  at  the  grassroots  level.  The  State  of  New  York 
fully  eubscribvQ  to  this  view.  Through  our  pceaervition 
conpany  pro^iame  New  York  funds  the  admin iat rat ive  coits  of  300 
non-profit  organizations  engaging  in  comnunity  development 
activities  across  the  state.  These  grassroots  non-profit 
organisations  are  the  most  frequent  users  of  our  housing 
development  funds. 

3.  Redevelopment  should  be  on  a  scale  large  enough  to  stem 
the  tide  of  disinvestment,  and  establish  a  comnunity  which  can 
make  a  difference  in  the  neighborhood. 

We  have  be  remarkably  successful  in  translating  these 
principles  into  bricks  and  mortar  projects  across  the  State. 

Perhaps  one  of  the  more  dramatic  reproductions  of  the 
Nehemiah  concept  is  in  the  City  of  Lackawanna. 

Lackawanna  suffered  a  terrible  economic  blow  when  Bethlehem 
Steel  moved  out.  The  city  is  starting  to  cone  back  on  its  feet. 
The  natural  and  man-made  resources  of  the  city  make  it  a  choice 
conmercial  center.   But  ia  Its  tedevelopnent «  residential  housing 
was  a  veak  link*     Working  with  the  City  of  Lackawanna  ve  were 
able  to  put  together  a  pia^fca^e  which  will  ultimately  construct 
13fl  ■  ingle- family  homes,  tririginj  han«)wn«r»hlp  to  fanUles  of 
AOdeat  neans.  These  unite  represent  the  first  residential 
housin<)  development  in  the  city  in  over  twenty  years   The  City 
of  Lackawanna  has  made  the  developetent  site  available  to  the 
project  at  no  cost  and  tke  prlvAte  developer  has  agreed  to 
aaaune  the  cost  of  the  infraatruoture .  Tha  State  of  New  York  is 
providin9  monies  under  the  lousing  development  Fund  and  the 
AffO[dabI«  Hoaaownership  lousing  Corporation  to  brinf  the 
puicbeee  price  down  even  further. 

I  went  to  Lackawanna  to  close  tlie  deal  on  the  State 
assistance,  and  1  was  met  by  thundereue  applause  and  thunderous 
rain.  But  in  spite  of  the  torrential  downpour  people  huddled  at 
the  vacant  site  to  witness  a  n«w  beginning  for  their  city. 

The  136  hones  to  be  built  in  Lackawanna  is  by  no  means  the 
extent  of  our  statewide  Heheniah  luc^^ava   achenectady  will  see 
80  units  of  affordable  having r  Aocheeter  will  see  41  at  one 
project  and  50  at  another t  likewise  in  Buffalo,  5(  in  one  phase 
of  construction  and  another  56  in  a  second  phase. 
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Honorabl«  Hmnrj   B.  Gonzalsz,  Chaiman 
Subcoomittaa  on  Housing  and  Coamunity  Davalopaant 
Paga  2 

Givan  tha  diffaring  conclusions,  it  saama  fair  to  aski  What  is  a 
raalistic  cost  comparison?  How  cost-affactiva  raally  is  tha  SHARP  program? 
For  our  part,  va  would  hava  to  agraa  with  tha  numbars  prasantad  by  tha 
Coomittaa  staff  and,  in  a.   aeuBa  vlth  thair  conclusion.   In  tarma  of  tha 
total  coflt  of  houHlng  lov-lncDma  tami   ias  in  navly-producad  units,  that 
"coat*  vill  apptaxlniHtifl  $10,000  par  yaar  undar  any  program  —  basad  puraly 
on  thq  BCODOmicv  ot   nevly  constructad  housing.  But  what  can  ba  handlad 
d  Iff  •recti;  is  h?v  those  costs  ara  boma  and  by  whom,  as  wall  as  tha  dagraa 
to  vhtch  tha  achiavamant  of  important  goals  is  lavaragad  by  tha  outlay  of 
public  funds. 

What  va  hava  attamptad  to  do  undar  tha  SHARP  program  is  to  laam  from 
tha  Bxperlanca  of  two  fadaral  programs,  tha  Saction  8  Nav  Construction 
program  and  tha  UDAG  program.   On  that  basis,  va  hava  chosan  to  saparata 
tha  tvo  goals  va  ara  attampting  to  achiava  —  housing  affordability  and 
housing  availability. 

For  many  yaars,  thosa  in  tha  housing  fiald  hava  arguad  long  and  hard 
about  demand-Bide  aubsLdias  VArAua  flupplj-gida  aubaldlaa   fhoaa  advocating 
■demend-ilda*  strateelo*  hava  argued  that  the  real  problea  a  one  of 
adequate  lacoiAes  and  that,  if  low- Income  houaeholda  vera  givaa  adequate 
buying  povtt     tha  private  vector  vould  supply  the  acceaamrj  hdusiag   Thoaa 
pushing  "supply-side"  mubv idles  hare  irgued  that,  vithout  d4liberdt*  public 
intervention,  the  private  vector  vill  not  on  their  ovn  produce  housing 
affordable  to  those  needing  it  the  most. 

From  our  perspective,  demand-side  subsidies,  vhethar  Saction  8 
certificates  or  housing  vouchers,  are  a  critical  tool  in  meeting  our 
hausing  needs  in  Maaaachuaetta.   At  the  same  time,  hovever,  vithout  some 
public  action  to  atifflulat^e  the  production  of  affordable  housing,  those  vho 
receive  Section  R   c«rtificatea  vill  have  an  increasingly  difficult  time  in 
finding  housing  vithin  the  Section  8  rent  limits.   Clearly,  in  our  viev, 
intervention  on  both  the  demand  and  aupply  aidea  ia  appropriate. 

The  Section  8  Nev  Conatruction  program  represented  a  atraightforvard 
federal  program  to  achieve  both  objectivea  in  an  integrated  faahion  in  one 
program.  And  it  vas  very  bticcesaful  in  achieving  those  objectives.  Hov- 
ever, the  expense  of  accomplishing  both  of  those  goals  in  one  program  vas 
very  high  on  a  per-unit  baaia,  and  appears  to  be  one  of  the  factora  vhich 
resulted  in  the  program  loaing  vldespread  support. 

In  developing  the  SHARP  program,  ve  have  attempted  to  de-couple  these 
tvo  objectives  and  to  focus  the  SHARP  program  more  narrovly  on   our  housing 
product  ion  goal.   In  doing  so,  ve  have  folloved  the  UDA6  eicanipla  of  keeping 
the  "aubaidy"  to  the  absolute  minimum  and  have  atructured  our  aaaiatapce  aa 
a  loan.   The  SHARP  aaaiatance  muat  alvaya  be  the  "minimum  aiaount  necvseary" 
to  make  the  project  feaaible  and  the  project  muat  be  "self-sustaining" 
after  15  yeara. 
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AttachiMnt  A 

CompTison  of  SHARP  and  Section  8  New  Construction  Programs 
Costs  to  Produce  Bsch  Housing  Unit  for  Loir-Incon»  Households 


Year 

1 

2 

3 

4 

5 

6 

7 

8 

9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 


—  Section  8  New  Const. — 
Demand        Production 
Subsidy        Subsidy 


$6,500 
6,500 
6,500 
6,500 
6,500 
6,500 
6,500 
6,500 
6,500 
6,500 
6,500 
6,500 
6,500 
6,500 
6,500 
6,500 
6,500 
6,500 
6,500 
6,500 
6,500 
6,500 
6,500 
6,500 
6,500 
6,500 
6,500 
6,500 
6,500 


TOTALS  $195,000 


$3,500 
3,500 
3,500 
3,500 
3,500 
3,500 
3,500 
3,500 
3,500 
3,500 
3,500 
3,500 
3,500 
3,500 
3,500 
3,500 
3,500 
3,500 
3,500 
3,500 
3,500 
3,500 
3,500 
3,500 
3,500 
3,500 
3,500 
3,500 
3,500 
3,500 

$105,000 


Demand 

niuir — 

Production 

Subsidy 

Subsidy 

$6,500 

$3,000 

6,500 

2,800 

6,500 

2,600 

6,500 

2,400 

6,500 

2,200 

6,500 

2,000 

6,500 

1,800 

6,500 

1,600 

6,500 

1,400 

6,500 

1,200 

6,500 

1,000 

6,500 

800 

6,500 

600 

6,500 

400 

6,500 

200 

6,500 

0 

6,500 

6,500 

6,500 

6,500 

6,500 

6,500 

6,500 

(24,000)* 

6,500 

6,500 

6,500 

6,500 

6,500 

6,500 

6.500 

$195,000 


$0 


*NOTE:   Repayment,  with  interest  (not  shown),  at  sale  or  refinancing  during 
years  16  through  30. 
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GENERAL  HOUSING  AND  COMMUNITY 
DEVELOPMENT  ISSUES,  (H.R.  4) 


Thursday,  March  12,  1987 

House  of  Representatives, 
Subcommittee  on  Housing  and  Community 

Development, 
Committee  on  Banking,  Finance  and  Urban  Affairs, 

Washington,  DC. 

The  subcommittee  met  at  9:34  a.m.,  in  room  2128  of  the  Rayburn 
House  Office  Building,  Hon.  Henry  B.  Gonzalez  (chairman  of  the 
subcommittee)  presiding. 

Present:  Chairman  Gonzalez,  Representatives  Fauntroy,  Kaptur, 
Erdreich,  Carper,  Hubbard,  Mfume,  McKinney,  Wylie,  Wortley, 
Bartlett,  Saxton,  Saiki  and  Bunning. 

Chairman  Gonzalez.  The  subcommittee  will  please  come  to 
order. 

In  view  of  the  fact  that  we  have  two  panels  and  that  we  have  our 
sturdy  companion,  Mr.  Bartlett,  from  Texas,  we  may  proceed  and 
perhaps  go  through  some  of  the  preliminaries  and  save  time. 

The  subcommittee  today  continues  its  legislative  hearings  on 
H.R.  4,  hearing  testimony  on  the  issues  that  are  contained  in  this 
year's  housing  authorization  bill. 

Yesterday,  we  heard  from  the  States.  This  morning,  we  will  hear 
from  the  cities  and  the  counties  in  our  first  panel,  with  witnesses 
representing  the  National  League  of  Cities,  the  United  States  Con- 
ference of  Mayors,  and  the  National  Association  of  Counties. 

In  our  second  panel  this  morning,  we  will  hear  from  low  income 
housing  advocacy  groups — the  National  Low  Income  Coalition,  the 
National  Housing  Conference,  and  the  National  Housing  Law 
Project. 

This  afternoon,  we  will  hear  from  industry  and  trade  groups  rep- 
resenting the  National  Association  of  Home  Builders,  Mortgage 
Bankers  Association,  the  National  Association  of  Realtors,  and  the 
Rental  Housing  Association. 

Mr.  Barlett,  do  you  have  any  statement  you  wish  to  make? 

Mr.  Bartlett.  No,  Mr.  Chairman,  I  have  no  opening  statement. 

.Chairman  Gonzalez.  I'm  very  happy  to  welcome  and  also  to  rec- 
ognize our  colleague  from  Kentucky  for  the  purpose  of  introducing 
his  mayor  from  Louisville,  KY,  Mayor  Abramson. 

Mr.  Bunning.  Mr.  Chairman,  thank  you  very  much.  Fd  like  to 
introduce  and  welcome  one  of  our  distinguished  panelists  today, 
the  Honorable  Jerry  Abramson,  the  mayor  of  Louisville,  KY. 

Jerry,  it's  good  to  see  you. 

(397) 
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Mayor  Abramson  is  not  a  constituent  of  mine,  but  his  district 
and  his  city  is  surrounded  by  my  district,  so  we're  neighbors.  Jerry 
is  getting  to  be  quite  a  regular  up  here  on  Capitol  Hill.  He  was  just 
a  few  weeks  ago  and  testified  over  on  the  other  side  on  the  home- 
less bill. 

I'm  looking  forward  to  hearing  your  testimony  today,  Jerry,  and 
I'd  like  to  extend  my  personal  welcome  to  you. 

Welcome. 

Mayor  Abramson.  Thank  you.  Thank  you  very  much. 

Chairman  Gonzalez.  If  there's  no  objection,  we'll  proceed  in  the 
order  listed  here  and  recognize  Mayor  Daddona.  Thank  you  each 
for  travelling  many  miles  and  helping  us  here.  We  consider  these 
to  be  very  important  hearings.  There  will  be  Members  coming  in  a 
little  bit  later.  This  is  a  morning  that  some  other  committees  are 
meeting.  Most  of  the  Members  here  belong  to  more  than  one  com- 
mittee or  subcommittee. 

I  thought  that  for  the  purposes  of  proceeding  expeditiously,  we'd 
go  on  ahead  and  at  this  point  recognize  you.  Mayor.  You  may  pro- 
ceed as  you  see  best.  If  you  want,  you  can  have  your  prepared  text 
placed  into  the  record  at  this  point  and  then  you  may  proceed.  But 
it's  up  to  you. 

Thank  you  for  being  with  us  and  helping  us,  again. 

STATEMENT  OF  HON.  JOE  S.  DADDONA,  MAYOR  OF  ALLENTOWN, 
PA,  REPRESENTING  THE  NATIONAL  LEAGUE  OF  CITIES 

Mayor  Daddona.  Thank  you.  I  will  submit  the  prepared  text  for 
the  record  and  just  hit  some  of  the  highlights  and  perhaps  summa- 
rize some  of  the  points,  in  the  interest  of  time. 

My  name  is  Joe  Daddona,  mayor  of  the  City  of  Allentown,  Penn- 
sylvania. I've  been  a  member  of  the  National  League  of  Cities 
policy  committee  on  community  and  economic  development  for 
over  5  years.  I  also  have  the  privilege  of  serving  on  the  U.S.  Con- 
ference of  Mayors  special  task  force  on  CDBG. 

As  you  know,  NLC  represents  elected  officials  of  over  16,000  of 
cities  and  towns.  We  appreciate  the  opportunity  to  address  these 
critical  housing  and  community  development  issues. 

Unfortunately,  we  find  that  the  administration's  fiscal  year  1988 
budget  proposals  continue  the  assault  of  previous  years  on  Federal 
housing  and  community  development  programs.  It  proposes  very 
deep  and  even  retroactive  cuts  in  the  programs  that  we  rely  on  so 
heavily— CDBG,  UDAG,  HUD,  and  Farmer's  Home  Administration 
assisted  housing  programs. 

In  city  after  city  across  our  Nation,  there  have  been  annual  in- 
creases in  the  number  of  Americans  without  adequate  shelter.  The 
administration's  budget  offers  no  initiatives  or  hope  for  these 
people.  It  promises  to  put  more  and  more  desperate  Americans  on 
our  streets. 

We  sincerely  hope,  Mr.  Chairman,  that  you  in  this  committee 
and,  of  course,  the  budget  committee,  won't  let  this  happen. 

NLC  strongly  opposes  these  budget  proposals,  which,  if  approved, 
would  further  erode  and  eventually  terminate  not  only  a  long- 
standing bipartisan  commitment,  but  an  actual  partnership  be- 
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tween  the  Federal  Government  and  the  local  municipalities  in  pro- 
viding decent  shelter  for  everyone. 

That's  why,  Mr.  Chairman,  we  are  grateful  for  your  leadership  in 
introducing  H.R.  4,  which  provides  a  positive  alternative  to  the  pro- 
posed nonhousing  and  noncommunity  development  suggestions  in 
the  budget  of  the  administration. 

NLC  strongly  supported  the  efforts  of  your  committee  last  year,  I 
think  you'll  recall,  when  it  approved  H.R.  1,  the  Housing  Act  of 
1986.  And  we  are  hopeful  now  that  with  the  change  in  the  Senate 
make-up  and  your  continued  efforts  on  behalf  of  H.R.  4,  this  will 
lead  to  enactment  of  a  housing  and  community  development  bill 
this  year. 

We  strongly  support  all  the  provisions  that  are  contained  in  H.R. 
4  as  it  is— the  CDBG,  improving  the  UDAG  program,  continue  the 
HUD  and  Farmer's  Home  assisted  housing  programs.  And,  in  addi- 
tion, we  respectfully  urge  that  H.  R.  4  be  amended  in  one  signifi- 
cant way — to  reauthorize  these  programs  for  3  years  so  that  local 
officials  can  plan  ahead.  It's  so  important  to  have  the  continuity 
and  consistency  that  multi-year  authorizations  allow.  And,  of 
course,  it  allows  us  to  implement  strategies  that  we  couldn't  do  oth- 
erwise. 

You  have  before  you,  Mr.  Chairman,  the  results  of  a  survey  that 
NLC  conducted,  a  report.  And  I'd  like  to,  if  I  may,  introduce  this 
into  the  record  as  a  study  of  housing  needs  and  priorities  entitled, 
"A  Time  To  Build  Up:  A  Survey  of  Cities  About  Housing  Policy." 

Allentown  was  one  of  the  444  cities  that  participated  in  this 
survey,  a  survey  that  indicates  that  broad  segments  of  our  popula- 
tion must  struggle  with  severe  housing  problems,  and  without  a 
strong  Federal  role  in  assisting  these  people,  the  situation  will 
worsen. 

Chairman  Gonzalez.  Without  objection,  the  survey  will  be  sub- 
mitted for  the  record. 

[The  survey  referred  to  is  retained  in  the  subcommittee  files.] 

Mayor  Daddona.  OK.  Thank  you.  For  many  Americans,  Mr. 
Chairman,  finding  adequate  shelter,  as  you  know,  has  become  more 
urgent  and  more  difficult,  more  costly  and,  of  course,  more  frus- 
trating. 

The  report  will  clearly  show  that  the  needs  are  not  isolated.  I 
don't  care  where  the  city  is,  they're  facing  it.  It's  all  parts  of  our 
Nation,  communities  large  and  small.  Also,  it  shows  that  the 
groups  facing  the  most  severe  problems  include  the  homeless,  low 
mcome  renters,  and  the  low  income  homeowners,  families  with 
three  or  more  children,  female-headed  households  and  recent  immi- 
grants. 

Now  I'm  not  going  to  go  into  any  of  the  details  of  the  survey. 
You  have  the  report.  But  I  sincerely  hope  that  you  and  your  staif 
will  take  the  time  to  review  it  because  the  survey  makes  it  very, 
very  clear  that  the  housing  needs  in  our  cities  and  towns  have  not 
diminished.  Yet,  for  Federal  housing  assistance  programs,  the 
years  since  1980  have  been  a  time  to  scale  down.  Housing  assist- 
ance has  fallen  from  $30  billion  to  less  than  $10  billion  and  con- 
struction of  new  assisted  housing  units  has  come  to  a  virtual  halt. 

Meanwhile,  we're  sitting  on  a  potential  time  bomb  in  the  form  of 
hundreds  of  thousands  of  subsidized  rental  units  that  may  disap- 
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pear  from  the  market  in  the  coming  decade.  And  this  time  bomb, 
as  we're  aware  of,  is  still  ticking.  The  current  housing  certificates 
will  soon  expire  for  some.  Other  units  may  be  withdrawn  through 
mortgage  prepa3rments. 

You  have  a  book  which  shows  so  clearly — the  last  page  in  a  book- 
let we  gave  you  shows — well,  near  the  last  page — a  chart  that  indi- 
cates what's  happening  to  housing  over  the  last  few  years  and 
what  will  happen  from  1990  to  2000  if  we  don't  do  an3rthing  to  stop 
it. 

[The  booklet  referred  to  is  retained  in  the  subcommittee  files.] 

Mayor  Daddona.  Just  one  particular  one  I  want  to  stress  is  by 
the  year  2000,  if  things  continue  the  way  they  are,  there  will  be 
almost  SV2  million  fewer  units  than  we  have  now.  The  NLC  report 
documents  an  urgent  need  to  combat  this  rising  tide  of  dependency 
and  desperation  and  to  put  forward  a  national  housing  policy  that 
will  work. 

And  now  on  another  matter,  we  feel  your  idea,  Mr.  Chairman  of 
a  CDBG  week  is  just  fabulous  and  we  want  to  thank  you  for  intro- 
ducing H.J.  Resolution  91,  which  designates  the  week  of  the  11th  to 
the  18th.  And  we're  all  wearing  this  back  home,  this  badge  that 
promotes  a  National  Community  Development  Week. 

I  want  to  report  to  that,  we  just  met  with  our  congressman,  Don 
Ritter,  from  Lehigh  Valley,  and  he's  offered  and  agreed,  and  he  in- 
dicated that  I  should  mention  to  you  that  he  will  be  a  cosponsor  of 
this  resolution  with  you. 

My  city,  as  well  as  communities  across  the  country,  are  looking 
forward  to  celebrating  the  success  of  community  development  block 
grant  programs  in  meeting  the  needs  of  our  low  and  moderate 
income  citizens.  And,  of  course,  I  urge  your  fellow  colleagues  of  the 
committee  to  also  cosponsor  this  resolution  if  they  haven  t  yet. 

A  few  observations  in  wrapping  up  here  of  what  H.R.  4  means 
specifically  to  the  city  of  AUentown. 

I  think,  and  I'm  sure  AUentown's  use  of  block  grant  funds  is  rep- 
resentative of  many  communities  whose  low  and  moderate  income 
population,  like  ours,  accounts  for  half  or  more  of  our  total  popula- 
tion. 

In  the  central  part  of  our  city  where  our  block  grant  dollars  are 
targeted,  61  percent  of  our  residents  are  of  lower  income.  The  city 
of  AUentown  is  about  14  years  older  than  our  Nation  and  it's  this 
section  of  the  city  which  is  also  the  oldest,  with  a  majority  of  the 
structures  dating  from  the  1860s  through  the  1920s.  Brick  row 
houses  line  major  streets  and  alleys,  maMng  this  the  densest  part 
of  our  city.  The  central  business  district  is  also  located  here  and  it's 
an  area  where  42  percent  of  all  households  with  incomes  under 
$15,000  are  contributing  more  than  35  percent  of  their  income 
toward  rent.  It's  an  area  where  the  infrastructure  has  been  show- 
ing signs  of  wear  and  water  lines  date  back  to  the  1890s;  small  con- 
crete streets  and  curbs  and  sidewalks  date  back  to  the  1920s  and 
1930s. 

But  thanks  to  CDBG,  comprehensive  neighborhood  revitalization 
has  been,  and  continues  to  be,  our  major  thrust,  with  over  63  per- 
cent of  fiscal  year  1985  expen<Utures  devoted  to  this  effort. 

I  want  to  stress  one  more  point  and  then  get  into  a  summary 
here. 
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Our  funds  are  truly  directly  assisting  the  neediest  neighborhoods 
and  households,  where  86  percent  of  our  fiscal  year  19o5  expendi- 
tures benefited  low  and  moderate  income  citizens. 

The  results  are  really  visible  because  if  you  look  at  the  record,  or 
vacant  structure  list  has  been  reduced  by  one-tenth  from  what  it 
was  before  we  had  CDBG  back  in  1974.  The  nice  thing  about  it— 
the  process  is  contagious.  It  really  catches  on.  It  spreads.  There  are 
spin-offs  in  surrounding  blocks,  preserving  local  housing  stock  and 
increasing  our  tax  base  and  strengthening  our  effort  to  preserve 
and  create  new  jobs. 

Now  for  a  comment  on  the  social  service  aspect  of  it. 

In  AUentown,  we  find  that  demand  for  subsidized  day  care  far 
outstrips  the  resources.  The  task  of  providing  day  care  is  shared  by 
our  block  grant  and  viewed  as  an  extremely  important  jobs  tool. 

Because  the  program  provides  flexibility  in  determining  local  pri- 
orities, we  were  able  to  put  money  into  day  care  where  otherwise  it 
would  not  have  been  made  available  to  keep  mothers  off  welfare 
and  keep  them  working  as  part  of  our  work  force. 

The  other  important  feature,  of  course,  is  its  flexibility.  Fortu- 
nately, we  had  the  ability,  through  the  block  grant  program,  to 
meet  a  need  for  the  homeless  because  we  didn't  qualify  for  FEMA. 
But  because  we  had  the  block  grant  program,  we  could  make  dol- 
lars available  to  put  otherwise  homeless  in  shelters. 

I  know  it's  happening  in  other  States— deinstitutionalization  of 
our  mental  patients.  We  had  over  1100  that  in  one  year  were 
forced  out  into  the  streets  of  AUentown.  The  city  responded  be- 
cause we  had  CDBG.  In  a  partnership  with  our  local  churches,  we 
provided  the  seed  money  for  a  drop-in  center  that  significantly  met 
the  needs  of  these  patients  that  would  otherwise  have  gone  home- 
less and  without  the  services  they  needed. 

In  our  city,  we've  always  advocated  preservation  of  our  existing 
housing  stock  through  the  block  grant  program,  as  well  as  through 
other  assistance  housing  programs.  We  believe  that  continued 
maintenance  of  existing  conventional  public  housing  units  and 
rehab  and  use  of  existing  housing  units  through  section  8  is  the 
most  cost-beneficial  means  to  accommodate  our  housing  needs. 

The  time  bomb  is  indeed  ticking.  Our  units  are  increasing.  We're 
at  1800  now,  the  highest  it's  ever  been  in  terms  of  people  waiting 
on  our  list  to  get  into  low  and  moderate  income  housing. 

Another  vital  program,  of  course,  is  312.  AUentown  would  seri- 
ously be  impacted  if  we  lost  312. 

And  finally,  the  one  program  that  we  rely  on  to  generate  the  ex- 
penditure of  private  sector  dollars  to  help  create  jobs  is  UDAG.  We 
have  been  a  strong  supporter  of  this.  We  will  continue  our  support 
because  it  involves  such  a  small  amount  of  investment  of  Federal 
dollars  to  leverage  a  tremendous  input  of  private  sector  dollars. 
And  certainly  for  AUentown,  this  has  been  the  case. 

So  in  closing,  Mr.  Chairman,  and  in  summarizing,  I  have  tried 
briefly  to  detail  AUentown's  experience  as  an  example  of  many 
cities  who  are  in  simUar  circumstances.  It  is  hard  to  over-empha- 
size the  importance  of  the  housing  and  community  development 
programs  authorized  bv  this  committee  and  the  projects  and  jobs 
they  create  in  cities  like  mine  and  others  throughout  the  Nation. 
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I  hope  you  and  the  members  of  your  committee  will  vigorously 
lobby  the  budget  committee  to  provide  for  these  levels  of  bindings 
that  are  needed. 

I  understand  that  the  Democratic  members  of  the  budget  com- 
mittee, and  this  is  so  important,  are  going  to  make  a  decision,  or  at 
least  they're  committed  to  make  a  decision  this  evening.  And  so  it's 
so  important  for  this  committee  to  make  their  wishes  known  in  get^ 
ting  the  CDBG  in  the  freeze  part  of  their  priorities  before  we  lose  it 
completely. 

Thank  you. 

[The  prepared  statement  of  Mayor  Daddona  can  be  found  in  the 
appendix.] 

Mr.  Fauntroy.  And  I  thank  you,  Mayor  Daddona,  for  giving  us 
the  view  from  Allentown,  and  also  the  view  from  the  16,000  mem- 
bers of  the  National  League  of  Cities. 

We're  privileged  now  to  hear  the  view  from  Louisville,  the  distin- 
guished mayor,  Jerry  Abramson. 

Mr.  Abramson,  we're  very  pleased  to  have  you. 

STATEMENT   OF   HON.   JERRY   ABRAMSON,   MAYOR   OF   LOUIS- 
VILLE,  KY.,  REPRESENTING  THE  U.S.  CONFERENCE  OF  MAYORS 

Mayor  Abramson.  Thank  you,  Mr.  Chairman,  and  thank  you. 
Congressman  Bunning,  again,  for  your  kind  introduction. 

My  name  is  Jerry  Abramson.  I'm  mayor  of  the  city  of  Louisville, 
KY.  Fm  here  not  only  on  behalf  of  Louisville,  but  I  also  cochair  the 
task  force  for  the  U.S.  Conference  of  Mayors  dealing  exclusively 
with  the  reauthorization  of  community  development  block  grant 
funds. 

We're  here  to  strongly  support  H.R.  4,  which  was  reaffirmed  as 
recently  as  January  by  our  entire  U.S.  Conference  of  Mayors  group 
at  our  midwinter  meeting  here  in  Washington.  We  support  the 
funding  levels  and  we  support  the  programs — community  develop- 
ment, UDAGs,  HODAGs,  section  8,  rental  rehab,  et  cetera,  things 
that  are  so  important  to  the  urban  areas  of  our  country. 

We're  most  excited  about  the  fact  that  there  even  is  an  H.R.  4 
because  it's  been  5  years  since  we've  had  an  omnibus  housing  bill 
in  this  country  and  it's  time  to  begin  focusing  on  a  national  hous- 
ing policy  for  America,  and  the  U.S.  Conference  of  Mayors  strongly 
supports  this  bill. 

Now  the  conference  is  certainly  aware  of  the  Gramm-Rudman 
situation  and  also  aware  quite  vividly  of  the  deficit  that  the  Feder- 
al Government  is  presently  having  to  deal  with.  And  yet,  we  want 
to  remind  this  committee  and  the  Congress  in  general  that  the 
urban  areas  of  the  United  States  have  suffered  in  the  last  6  years  a 
68  percent  cut  in  all  the  Federal  funding  that  comes  to  our  commu- 
nities— 68  percent  of  the  Federal  dollars  that  used  to  come  to  cities 
over  the  last  6  years  have  been  cut. 

Now  this  is  at  a  time  when  the  administration  in  1980  presented 
a  budget  that  carried  with  it  a  $50  billion  deficit,  and  in  1987,  has 
presented  a  budget  that  carries  with  it  almost  a  $200  billion  deficit. 
And  yet,  during  that  same  period  of  time,  urban  areas  in  America 
have  taken  a  68  percent  cut  in  Federal  funding. 
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I  would  submit,  Mr.  Chairman,  to  the  committee  the  Conference 
of  Mayors'  annual  report  that  specifically  is  entitled,  'The  Federal 
Budget  in  the  Cities,  that  itemizes  those  specific  cuts  over  the  last 
6  years,  and  I  would  like  to  have  them  become  a  part  of  the  record. 

Mr.  Fauntroy.  Without  objection,  it  will  be  included  in  the 
record  at  this  point. 

Mayor  Abramson.  Thank  you.  Our  feeling  is  that  you  simply 
cannot  make  decisions  affecting  cities  in  a  vacuum.  If  one  commit- 
tee begins  to  make  a  decision  regarding  revenue  sharing  and  an- 
other committee  decides  to  cut  aid  of  families  with  dependent  chil- 
dren, and  another  committee  decides  to  cut  community  develop- 
ment block  grants,  and  another  public  housing  maintenance  and 
job  training  and  health  care,  et  cetera,  they  all  interact  to  such  an 
extent  that  making  decisions  in  a  vacuum  end  up  leaving  mayors 
in  this  country  without  the  funds  to  service  those  especially  in  the 
low  and  moderate  income  area  who  reside  within  our  cities. 

Now  let's  focus  specifically,  however,  on  the  programs  that  are  in 
question  here  in  H.K.  4. 

First,  housing.  Where  are  we  in  America  today  as  relates  to  low 
and  moderate  mcome  housing?  I  would  submit  to  you,  Mr.  Chair- 
man, that  we  are  in  an  advanced  state  of  deterioration  in  those 
housing  units  throughout  this  country,  both  public  and  private.  I 
would  submit  to  you  that  the  facts  clearly  show  that  we  are  tearing 
down  more  low  and  moderate  income  housing  in  this  country  than 
we  are  building. 

I  would  also  submit  to  you  that  in  the  last  decade,  we  have  three 
million  more  households  m  this  country  makins  a  total  of  $10,000  a 
year  and  two  million  less  housing  units  affordable  by  those  individ- 
uals. 

And  where  are  we  in  public  housing  today?  Let  me  give  you  an 
example  in  Louisville,  KY.  Fve  got  6000  units  in  my  city.  I  have 
24,000  people  living  in  those  units.  I  have  8200  families  on  a  wait- 
ing list.  And  yet,  I  went  a  year  and  a  half  with  700  units  standing 
vacant  while  there  was  a  question  of  whether  we  would  receive  the 
necessary  maintenance  funds.  We're  not  talking  about  building 
new  projects.  We're  talking  about  maintaining  the  ones  we  have. 

Tve  ffot  a  waiting  list  of  8200  families  and  Fve  got  700  vacant 
units  that  were  sitting  there  until  3  months  ago  awaiting  mainte- 
nance money. 

We  would  submit  on  behalf  of  the  U.S.  Conference  of  Mayors 
that  weVe  got  to  move  through  H.R.  4,  support  the  approach  for 
housing  from  section  8  to  812,  et  cetera. 

Let's  talk  about  UDAGs— urban  development  action  grants.  Got 
to  be  the  ultimate  in  public/private  partnerships.  Congress  calls  on 
the  urban  areas  to  try  to  create  ana  attract  private  investment  in 
our  cities. 

Well,  let  me  ffive  you  a  perfect  example  of  Louisville,  KY. 

Louisville,  KY.,  in  our  downtown,  we  have  what  we  call  a  "Gal- 
leria."  It's  a  commercial  retail  establishment  and  also  has  two  con- 
necting office  towers.  The  urban  development  action  grant  was  $8 
million.  The  city  of  Louisville  and  the  CJommonwealth  of  Kentucky 
put  in  an  additional  $10  million.  With  those  dollars,  we  were  able 
to  attract  over  $100  million  of  private  money  to  create  over  1500 
jobs  that  would  develop  the  downtown  of  Louisville,  KY. 
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That's  what  urban  development  action  grant  is  all  about.  That's 
the  ultimate,  I  would  submit  to  you,  in  a  private/public  partner- 
ship for  this  country. 

And  finally,  let  us  talk  about  community  development  block 
grants.  There  is  a  conception,  it  seems  to  me,  in  C!ongress  as  well 
as  in  the  administration,  that  the  funds  used  or  given  to  urban 
areas  for  community  development  block  grants  simply  are  not 
being  spent  for  low  and  moderate  income  needs.  And  I  would 
submit,  Mr.  Chairman,  that  that  is  a  misconception,  that  with  the 
continued  level  of  funding  at  $3.4  billion  and  continued  at  the  same 
strings  attached,  if  you  will,  the  same  types  of  benefits  for  low  and 
moderate  income  required  and  eliminating  slum  and  blight,  that 
the  urban  areas  do,  in  fact,  spend  the  money  for  low  and  moderate 
income. 

And  let  me  give  you  some  examples. 

I  believe  that  there  is  an  urban  agenda  in  this  country  and  I  be- 
lieve it  centers  around  four  specific  things.  One  is  the  job  creation. 
That's  so  important  in  our  cities.  Second,  it's  helping  people  help 
themselves.  Keep  them  independent.  Give  them  an  opportunity- 
it's  the  old,  pay  'em  now  or  pay  'em  later.  The  third  is  the  improve- 
ment of  our  uban  housing  stock  in  this  country.  And  finally, 
fourth,  we  have  to  provide  the  ultimate  safety  net  for  those  who 
are  most  in  need. 

Now  how  has  community  development  block  grant  been  used  as 
relates  to  the  urban  agenda?  In  terms  of  job  creation,  in  Louisville, 
KY.,  6  months  ago  we  started  a  home-building  institute.  We  took 
hard-core  unemployed,  low  income  people  and  we  have  now  turned 
100  of  them  into  full-time,  permanent  employees  in  the  construc- 
tion industry.  We've  taken  a  day  care  center  5  years  ago  and  al- 
lowed over  200  children  to  now  be  a  part  of  a  subsidized  day  care 
program  so  that  those  single  parents  can  find  a  job  and  have  the 
flexibility  to  go  to  work. 

That's  job  creation  and  community  development  block  grant 
funds  help  that  occur  in  Louisville,  KY. 

Second,  helping  people  help  themselves — keeping  people  inde- 
pendent. We've  used  community  development  block  gr€uit  funds  in 
Louisville  for  Project  Warm — a  program  that  last  year  and  this 
year  and  the  year  after,  as  you  all  will  allow  us,  helped  600  low 
income  elderly  and  disabled  individuals  with  free  weatherization 
service  to  keep  them  in  their  homes.  So  instead  of  having  3200  on  a 
waiting  list  of  families  for  my  housing  facilities,  I  might  have  5000 
or  8000  if  I  can't  keep  the  senior  citizens  in  their  homes.  And  the 
free  weatherization  program  works.  We  use  community  develop- 
ment funds. 

The  emergency  repair  program — again,  fix  the  roof,  fix  the  fur- 
nace, assist  the  low  income  elderly,  disabled  to  live  in  the  homes 
that  they  have.  Don't  get  them  out  on  the  public  housing  waiting 
list.  Community  development  block  grants. 

Third,  improving  the  housing  stock  of  America.  Mr.  Chairman,  I 
could  give  you  example  after  example  throughout  this  country 
where  we  have  used  community  development  block  grants  in  cities, 
to  go  into  a  blighted  area  and  to  rejeuvenate,  to  revitalize  the  area 
based  on  the  opportunity  for  housing. 
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In  Louisville,  KY.,  we  took  87  single-family  homes  that  were 
boarded  up.  We  created  an  opportunity  with  community  develop- 
ment block  grants  to  rehab  those  homes.  With  Mr.  Lewellyn,  who 
was  here  yesterday  speaking  on  behalf  of  the  Kentucky  Housing 
Ck)rporation  and  his  low  interest  monev,  we've  created  a  situation 
where  families  making  no  more  than  $12,000  a  year  will  have  an 
opportunity  for  home  ownership,  and  they'll  pay  $20  less  a  month 
than  they  would  have  when  those  homes  were  being  rented,  before 
they  were  boarded  up  and  completely  shut  down. 

We've  revitalized  the  neighborhood  with  community  develop- 
ment block  Rrants. 

And  finally,  the  ultimate,  the  safety  net  that's  going  to  have  to 
be  there  for  those  who  are  truly  most  in  need.  In  Louisville,  KY., 
we  renovated  an  old,  abandoned  church  and  created  a  dav  center 
for  the  homeless.  We  started  with  72  people  a  day.  Now  we  re  up  to 
275  people  a  day  and  we  used  the  community  development  money 
not  only  to  renovate  it,  but  there  are  showers,  there's  laundries, 
there's  counseling  opportunities  for  those  who  unfortunately  are  in 
that  state  of  affairs. 

Now  the  community  development  block  grant  is  so  important  to 
the  U.S.  Conference  of  Mayors,  that  we  support  and  we  really  ap- 
preciate the  Chairman's  designation  of  April  11  through  the  18  as 
Community  Development  Week.  And  we're  going  to  be  having 
press  conferences  and  try  to  raise  the  consciousness  in  our  commu- 
nities regarding  the  importance  of  these  funds. 

So  the  bottom  line,  Mr.  Chairman,  in  ending,  concluding,  finish- 
ing up,  is  that  the  U.S.  Conference  of  Mayors  strongly  supports 
H.K.  4.  We  have  got  to  make  a  decision  in  this  country  that  cities 
are  America's  best  investment,  that,  in  fact,  if  we  don't  invest  in 
education,  if  we  don't  invest  in  job  training,  if  we  don't  invest  in 
housing  or  health  care  or  transportation,  more  and  more  people 
are  going  to  become  more  and  more  dependent  on  government. 
And  yet,  with  investment,  such  as  the  ones  that  are  proposed  in 
H.R.  4,  we  believe  there  will  be  less  dependence  on  government  ul- 
timately, and  the  urban  areas  of  this  country  strongly  support  H.R. 
4  and  hope  that  you  all  can  pass  that  on  to  your  colleagues  as  the 
bill  passes  through  the  process. 

Thank  you,  sir. 

[The  prepared  statement  of  Mayor  Abramson  can  be  found  in  the 
appendix.] 

Mr.  Fauntroy.  Thank  you  so  very  much,  Mr.  Mayor,  for  an  en- 
couraging and  refreshing  view  from  Louisville. 

Mayor  Abramson.  Thank  you. 

Mr.  Fauntroy.  And  now,  if  I  may  ask  that  the  Honorable  Bar- 
bara Bachur  will  give  us  the  view  from  Baltimore  County  and  the 
National  Association  of  Counties. 

STATEMENT  OF  HON.  BARBARA  F.  BACHUR,  COUNCILWOMAN, 
BALTIMORE  COUNTY  COUNCIL.  REPRESENTING  THE  NATIONAL 
ASSOCIATION  OF  COUNTIES 

Ms.  Bachur.  Good  morning,  Mr.  Fauntroy,  and  members  of  the 
subcommittee.  Good  morning,  Mr.  Mfume,  who  was  one  of  my  col- 
leagues in  the  ac^oining  jurisdiction. 
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Fm  Barbara  Bachur,  a  member  of  the  Baltimore  County  Council, 
and  I  chair  the  Community  Development  Steering  Committee  for 
the  National  Association  of  Counties. 

As  an  elected  official  and  long-time  advocate  for  housing,  I  share 
the  committee's  deep  concern  for  the  escalating  housing  crisis  in 
this  Nation.  The  alarming  increase  in  homelessness  in  rural,  as 
well  as  urban,  counties,  the  dwindling  supplv  of  federally-assisted 
housing,  and  the  growing  scarcity  of  affordaDle  housing  attests  to 
the  need  to  reaffirm  a  national  commitment  to  housing  and  com- 
munity  development.  H.R.  4  represents  a  significant  step  toward 
that  reaffirmation. 

County  officials  were  alarmed  last  year  that  Congress  failed  to 
pass  legislation  reauthorizing  housing  and  community  development 
programs.  CDBG  is  a  priority  for  NACO.  We  were  concerned  that 
this  failure  made  these  programs  more  vulnerable  to  reductions,  if 
not  elimination,  at  a  time  when  the  need  for  these  Federal  develop- 
ment tools  is  heightened. 

To  ensure  their  continuation,  we  join  the  National  League  of 
Cities  in  urging  that  H.R.  4  be  amended  to  reauthorize  CDBG  for  3 
years.  A  multi-year  reauthorization  is  particularly  important  for 
counties.  As  you  know,  in  order  to  quality  for  entitlement  funds, 
urban  counties  must  secure  3-year  cooperative  agreements  with 
governments  within  their  jurisdictions.  The  ability  of  counties  to 
secure  3-year  agreements  increases  if  local  governments  perceive 
that  money  will  indeed  be  available  throughout  that  cooperation 
period. 

County  officials  are  pleased  that  H.R.  4  contains  authorization 
funding  levels  for  housing  and  community  development  programs. 
As  you  very  well  know,  the  administration  has  made  concerted  ef- 
forts to  reduce  or  eliminate  funding  for  programs  administered  by 
Farmers  Home  and  HUD.  Funding  for  assisted  housing  has  already 
been  cut  by  two-thirds  since  1981.  We  feel  that  the  $3.4  billion  au- 
thorization level  for  CDBG  in  H.R.  4  begins  to  restore  this  program 
to  its  historic  1981  funding  level  of  $3.7  billion. 

County  officials  applaud  the  committee's  rejection  of  legislative 
revisions  in  CDBG  that  the  administration  advocates.  Among  these 
is  a  proposal  to  make  new  construction  an  eligible  CDBG  activity. 
We  oppose  any  new  CDBG-eligible  activities.  The  only  instance  in 
which  we  might  differ  is  if  additional  fundings  were  offered  com- 
mensurate with  a  new  activity.  New  construction  would  divert 
funds  from  current  activities  at  a  time  when  requests  for  CDBG  as- 
sistance far  exceed  available  funds 

Furthermore,  making  new  construction  an  eligible  CDBG  activity 
cannot  substitute  for  cuts  in  production  money  for  public  housing. 
Farmers  Home  Administration  and  other  housing  development  pro- 
grams. 

NACO  opposes  legislative  proposals  being  considered  by  the  ad- 
ministration to  target  CDBG  funds  on  the  basis  of  average  per 
capita  grants.  Under  this  scheme,  an  urban  county  would  lose  its 
entitlement  status  if  its  CDBG  grant  is  less  than  half  the  average 
grant  per  capita.  Roughly  one-half,  or  60  out  of  116  eligible  coun- 
ties would  no  longer  receive  entitlement  funds. 

NACO  opposes  this  approach  for  several  reasons.  While  it  would 
be  easy  for  HUD  to  eliminate  entitlement  communities,  a  per 
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capita  approach  in  no  way  measures  the  need  for  CDBG  in  affected 
urban  counties.  For  example,  Cook  Ck)unty,  Illinois  would  lose  enti- 
tlement status  even  though  480,000  low  income  citizens  reside  in 
that  county. 

More  importantly,  a  per  capita  formula  overlooks  the  existence 
of  pockets  of  poverty  in  urban  counties  and  the  tenacious  effort  of 
county  officials  to  direct  funds  to  their  citizens  with  the  greatest 
need  for  community  revitalization. 

Baltimore  County,  the  county  that  I  represent,  would  lose  its  en- 
titlement status  under  a  per  capita  formula.  In  my  county,  CDBG 
has  been  used  to  rehabilitate  rental  and  owner-occupied  low  and 
moderate  income  housing,  to  construct  centers  for  the  handicapped 
and  senior  centers,  and  to  provide  Rrants  to  nonprofit  organizations 
to  work  with  battered  spouses  and  provide  shelters  for  the  home- 
less. 

We  have  used  CDBG  to  make  public  works  improvements  in  an 
isolated  target  area  with  a  particularly  high  concentration  of  low 
and  moderate  income  residents.  Water  and  sewers  were  provided 
for  this  area  where  none  previously  existed,  along  with  road  im- 
provements. County  resources  alone  simply  are  not  sufficient  to  re- 
spond to  these  very  basic  community  development  needs. 

Community  development  block  grants  is  a  highly  targeted  pro- 
gram. HUD  reports  clearly  document  that  90  percent  or  more  of 
CDBG  entitlement  funds  benefit  low  and  moderate  income  people. 

NACO  is  concerned  about  urban  counties  which  are  threatened 
with  loss  of  their  entitlement  status,  because  central  cities  which 
are  now  part  of  these  urban  counties  can  no  longer  elect  to  defer 
their  entitlement  status. 

In  1988,  HUD  determined  that  some  cities  had  become  central 
cities  on  the  basis  of  1980  census  data.  San  Joaquin  and  Sonoma 
counties  in  California,  St.  Clair  and  Madison  counties  in  Illinois, 
and  Hudson  County,  New  Jersey,  were  in  jeopardy  of  losing  their 
entitlement  status  unless  permitted  to  include  newly  designated 
central  cities  in  order  to  meet  the  200,000  population  threshold. 
These  counties  were  able  to  continue  their  entitlement  status  be- 
cause of  a  special  provision  in  the  Housine  and  Urban-  Rural  Re- 
covery Act  of  1983.  That  provision  allowed  newly  designated  cen- 
tral cities  to  defer  their  entitlement  status  for  three  years,  1984, 
1985,  and  1986,  so  that  they  could  remain  with  the  urban  counties. 

These  counties  now  face  a  similar  situation  of  not  having  the  re- 
quired 200,000  minimum,  unless  permitted  to  count  the  population 
of  their  central  cities.  Even  if  the  county's  population  exceeds 
200,000,  some  cities  have  indicated  that  thev  would  like  to  continue 
to  participate  under  the  urban  county  CDBG  Program.  NACO  will 
work  with  this  committee  to  make  permanent,  instead  of  time- 
bound,  the  provision  permitting  a  central  city  to  defer  its  entitle- 
ment status  as  long  as  it  continues  to  have  its  population  included 
in  the  urban  county. 

There  is  a  final  issue  I  would  like  to  address  with  respect  to  the 
CDBG  Progrram.  Urban  counties  are  faced  with  meeting  a  thresh- 
old population  of  200,000,  which  is  largely  dependent  on  the  coop- 
eration of  a  number  of  local  units  of  government.  The  3-year  opt-in 
period  is  helpful.  However,  counties  are  still  faced  with  the  politi- 
cal problem  of  soliciting  participation  from  cities,  towns,  and  town- 
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ships,  while  at  the  same  time  expected  to  develop  a  targeted  pro- 
gram which  may  serve  only  a  portion  of  the  county. 

We  feel  that  the  qualification  process  should  be  separated  from 
the  funding  process.  Under  these  conditions,  counties  would  auto- 
matically qualify  for  CDBG  if  they  have  a  population  of  200,000 
outside  any  metropolitan  city.  Funding  levels  would  be  determined 
separately  based  on  the  number  of  cooperating  jurisdictions  and 
the  population  of  the  unincorporated  area. 

Mr.  Chairman,  we  support  changes  in  the  urban  development 
action  grant  selection  criteria  as  contained  in  H.R.  4.  We  also  sup- 
port the  provisions  to  provide  shelter  for  the  homeless  and  the  ex- 
pansion of  these  provisions  in  H.R.  558. 

The  1987  legislative  conference  of  the  National  Association  of 
Counties  begins  this  weekend  here  in  Washington.  The  Community 
Development  Steering  Committee  will  meet  during  our  conference. 
That  policy-making  body  will  draft  resolutions  which  address  provi- 
sions in  H.R.  4.  We  look  forward  to  working  with  this  committee 
and  will  share  any  resolutions  we  adopt. 

Thank  you  very  much. 

[The  prepared  statement  of  Ms.  Bachur  can  be  found  in  the  ap- 
pendix.] 

Mr.  Fauntroy.  And  we  thank  you,  Ms.  Bachur,  and  to  each 
member  of  the  panel.  You  have  given  us  reassuring  and  eloquent 
support  for  what  we're  attempting  to  do  in  H.R.  4. 

May  I  begin  the  questioning  of  the  panel  by  focusing  upon  the 
community  development  block  grant  allocation  which  we  have 
made  of  $3.4  billion  for  fiscal  year  1988?  Do  you  believe  that  that 
level  is  adequate  to  meet  the  needs  of  our  cities  in  1987-88? 

Mayor  Abramson.  Well,  we  could  certainly  use  more.  But  we 
want  to  be  realistic  and  we  want  to  be  fair  to  all  those  who  are 
attempting  to  cut  into  the  overall  pie,  if  you  will.  It  is  most  impor- 
tant that  that  figure  of  $3.4  million  be  continued  and  be  the  one 
that  comes  out  of  the  final  bill  agreed  on  by  both  the  Senate  and 
the  House. 

It  afTects  so  many  things,  as  has  been  explained  by  the  speakers 
here  this  morning.  We  strongly  feel  that  it's  got  to  stay  at  that 
level.  Again,  going  back  to  where  we  have  been,  we  have  lost  so 
many  programs  and  there  are  so  few  left.  And  no  one's  asking  for 
more;  we're  simply  asking  to  have  a  continuation  of  where  we're 
at,  a  reauthorization,  and  give  us  an  opportunity  to  fend  as  best  we 
can  with  the  small  amount  of  funds  that  we're  still  receiving  from 
Washington. 

Mayor  Daddona.  If  I  may  mention,  Mr.  Chairman — 

Mr.  Fauntroy.  Yes. 

Mayor  DADDONA.In  Allentown,  the  peak  in  our  grant  was  $3  mil- 
lion. We  received  that  in  1980.  'This  year,  if  H.R.  4  is  approved  and 
it's  funded,  we  will  get  $2.4.  Yet,  in  terms  of  actual  1980  dollars, 
that's  about  $1.6.  And  our  needs  have  actually  gone  up  since  1980 
because,  as  the  mayor  indicated,  we've  lost  all  other  programs  that 
were  dependent  on  categorical  kinds  of  grants  in  the  past  that  are 
now  coming  to  us  for  CDGB. 

When  we  lost  Federal  revenue  sharing,  I  had  to  raise  the  city's 
taxes  5  mills,  the  highest  ever  in  the  history  of  the  city,  because  we 
used  it  to  fund  our  fire  department.  If  we  lose  CDBG,  we  won't  be 
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able  to  raise  the  millage  because  we  won't  get  the  kind  of  public 
support  that  you  can  ^et  when  you  raise  taxes  to  fund  a  fire  de- 
partment, to  provide  life  and  protection  for  your  family  and  ^our 
property.  That  kind  of  critical  need  is  not  seen  by  the  public  in 
general  in  terms  of  the  need. 

So  we  will  just  have  to  discontinue  all  the  programs  we  talked 
about.  So,  yes,  $8.4  million  and  whatever  more  you  could  get  is 
definitely  needed. 

Mr.  Fauntroy.  Yes.  Fm  so  pleased  that  these  hearings  are  re- 
corded for  posterity  and  that  Til  be  able  to  look  at  your  statement 
there  just  prior  to  the  floor  debate  on  this  question  because  it  does 
sum^est  that,  gee,  with  that  kind  of  actual  drop  in  ability  to  deal 
wim  the  needs  that  were  meeting  5  years  ago  with  $3  million,  it's 
clear  that  what  we  are  suggesting  is  very,  very  modest. 

Mayor  Daddona.  Oh,  yes. 

Mr.  Fauntroy.  Let's  see.  You  point  out  the  League  of  Cities 
survey  states  that  financial  assistance  for  rentals  and  rehabilita- 
tion of  single-and  multi-family  housing  should  be  a  top  priority  of 
this  subcommittee. 

Do  you  feel  that  the  amounts  authorized  for  our  low  income 
housing  programs  in  H.R.  4  are  sufRcient  to  meet  the  needs  of  our 
cities? 

Mayor  Daddona.  Yes,  especially  when  you  realize  in  a  lot  of  the 
cities,  we've  been  using  tne  CDbG  to  supplement  that  through 
other  programs  and  through  312. 

I  understand  that  there's  talk  in  the  budget  committee  of  in- 
creasing the  allocation  for  the  homeless,  maybe  at  the  expense  of 
CDBG  and  keeping  the  level  up  there.  That,  I  think,  would  not  be  a 
wise  move  because  why  not  keep  them  from  becoming  homeless  to 
begin  with.  That's  what  CDBG  helps  us  with.  We  keep  the  people 
in  their  homes  before  they  get  out  on  the  street  and  then  become 
part  of  the  statistics  of  the  homeless. 

With,  of  course,  the  number  of  units  that  are  scheduled  to  be 
phased  out  between  now  and  the  year  2000,  that  problem,  the  tick- 
ing timb  bomb,  it's  so  clear  what's  going  to  happen  if  those  pro- 
grams are  not  adeauately  funded. 

Mr.  Fauntroy.  My  time  has  expired.  I  want  to  yield  to  the  dis- 
tinguished ranking  minority  Member  of  the  committee  and  one 
whom  I  personally  consider  to  be  the  champion  of  the  least  of  these 
in  so  many  areas  coming  before  this  congress.  Congressman 
McKinney. 

Mr.  McKinney.  Welcome  all  of  you.  I  don't  have  any  questions 
but  it's  constantly  amazing  to  me  that  people  think  our  housing 
problems  can  go  away.  I  have  three  small  cities  which  aren't  as  old 
as  Allentown  or  others:  Norwalk,  Bridgeport,  and  Stanford.  I 
always  seem  to  be  in  this  CDBG  fight.  I  did  a  auick  cross-roueh  of 
Norwalk,  CT,  which  goes  from  half  a  million  dollar  homes  on  Long 
Island  Sound  to  absolute  abject  minority  poverty  downtown,  to  two- 
,  three-,  and  four-  acre  zoning  up  north.  It's  a  big  land  area. 

I'm  not  about  to  accuse  the  taxpayers  of  the  city  of  Norwalk,  but 
it's  interesting  to  note  that  all  of  the  mayor's  efforts  from  day  care 
to  feeding  programs  to  mod  rehab  housing  to  ever3rthing  else  in  the 
''less  desirable  parts  of  town,  are  all  financed  by  CDBG.  And  if  he 
didn't  have  it.  Democrat  or  Republican  they  have  all  been  playing 
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the  CDBG  game  for  years,  nothing  would  be  done.  Fd  like  to  hold 
out  hope,  but  I  won't  because  you  can't  go  in  front  of  the  city's  fi- 
nance board  and  ask  for,  say,  a  5  mill  increase  in  taxes  to  do  these 
programs.  You're  just  not  going  to  get  it. 

There  is  a  great  expression  that  Eddie  Koch's  financial  lady,  who 
used  to  work  for  the  Budget  Committee  used.  She  S€dd,  the  revenue 
sharing  funding  was  real  money.  It  was  the  mayor's  money  to  do 
what  had  to  be  done  for  the  people  of  the  city.  CDBG  is  the  last 
gasp  of  real  money  from  Washington. 

Categorical  grants  aren't  real  money  because  you've  got  to  raise 
the  money  to  match  them,  and  that's  the  problem. 

And  what  is  Congress  going  to  tell  you  you  have  to  match  with? 
Twenty  percent  this  year,  50  percent  next  year,  30  percent  the  year 
after  that.  You  have  no  way  of  knowing. 

So  you  can  rest  assured  that  as  far  as  the  chairperson  and  I  are 
concerned,  I  couldn't  do  a  thing  in  many  of  my  rich  suburban  cities 
and  towns  without  CDBG. 

In  Fairfield,  we  just  opened  a  halfway  house  for  the  mentally  re- 
tarded, a  residence  right  on  the  Boston  Post  Road.  That  took  us  6 
years.  And  the  only  way  we  finally  got  the  money  for  it  was  to  take 
it  out  of  community  development  block  grant  funds.  It's  now  a  suc- 
cess and  it's  now  open  and  everybody  thinks  it's  a  pretty  good  idea. 

So  maybe  the  taxpayers  will  come  up  with  some  money  and  we 
can  go  on  to  another  project  for  CDBG.  But  it's  very  tough  and  it's 
one  of  our  few  unencumbered,  real  sources  of  money  for  mayors, 
city  councils  and  finance  boards  for  which  they  don't  have  to  go  to 
the  general  public. 

What  we're  all  saying  here  is  there's  a  certain  benefit  in  Con- 
gress' machinations  by  being  miles  away  from  home.  Even  I  am 
298  miles  away  from  home,  so  I  don't  get  beat  over  the  head  with  a 
baseball  bat  all  the  time. 

God  help  communities  if  Congress  ever  forgets  its  responsibil- 
ities. So  we're  with  you  all  the  way. 

Mayor  Daddona.  Wonderful. 

Mr.  Fauntroy.  Thank  you  so  very  much,  Mr.  McKinney.  The 
cause  of  community  development  has  been  immeasurably  enriched 
in  this  100th  Congress  by  the  addition  of  the  person  who  I  now  call 
for  questioning,  Mr.  Mfume  of  the  7th  congressional  district  of 
Maryland. 

He  fills  the  very  significant  shoes  of  Congressman  Parren  Mitch- 
ell, who  before  he  passed  the  title  to  Stu  McKinney,  might  well 
have  been  considered  the  champion  of  community  development  in 
this  Congress. 

Mr.  Mfume,  it's  a  real  pleasure  to  yield  to  you  now  for  questions. 

Mr.  Mfume.  Thank  you,  Mr.  Chairman.  I  appreciate  your  kind 
remarks.  They  seem  to  get  kinder  each  week.  Many  years  from 
now,  they  ought  to  be  at  least  worthy  of  publication.  [Laughter.] 

I  want  to  say  briefly  that  I  don't  necessarily  have  any  questions. 
I  do  want  to  express  my  agreement  with  your  remarks,  as  well  as 
the  remarks  of  the  ranlung  Republican,  Mr.  McKinney,  and  to  take 
just  a  moment  to  welcome  again  Council  member  Bachur  to  the 
committee  today.  She  brings  with  her  a  long  list  of  community  and 
legislative  accomplishments  as  an  outstanding  member  of  the  Balti- 
more County  Council. 
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For  some  time,  we  served  in  sort  of  complementary  roles  when  I 
was  for  8  years  a  member  of  the  city  council.  She  is  a  lot  brighter 
and  certainly  a  lot  prettier  and  has  been  a  long'^term  advocate  for 
housing  in  the  State  of  Maryland. 

We're  happy  to  have  you  here  this  morning.  And  rest  assured 
that  this  committee  understands  full  well  your  testimony,  as  well 
as  the  testimony  of  the  others  who  have  preceded  you,  and  we 
share  your  concerns  as  well. 

Thank  you  for  being  here. 

Ms.  Bachur.  Thank  you. 

Mr.  Fauntroy.  Thank  you.  Let  me  yield  to  another  new  member 
of  our  committee  whose  addition  certainly  enables  us  to  focus 
sharply  on  these  questions  aiid  who  we  are  looking  forward  in  the 
years  to  come  to  contributing  much  to  the  legislation  we  draft,  Mr. 
Saxton  of  New  Jersev. 

Mr.  Saxton.  Thank  you  very  much,  Mr.  Chairman.  I  want  to  join 
with  the  members  who  have  spoken  previously  in  support  of  the 
CDBG  Program  and  to  echo  as  they  have  how  we  feel  it  is  of  great 
importance  to  our  municipalities  and  cities  all  across  the  country. 

I  have  one  specific  question.  When  the  President,  my  President, 
released  his  budget  proposal  this  year,  he  indicated  that,  as  you 
have  all  mentioned  in  your  statements  and  your  answers  to  your 

auestions,  that  the  CDbG  program  be  dramatically  altered  and  re- 
uced.  And  he  included  language  in  his  proposal  which  suggested 
that  towns  like  Cherry  Hill,  New  Jersey  could  take  care  of  them- 
selves, which  hit  rather  close  to  home. 

[Laughter.] 

As  the  person  who  represents  that  town,  and  I  suggest  when  he 
used  the  language,  ''towns  like  Cherry  Hill,  New  Jersey,''  he  may 
have  been  suggesting  that  there  are  other  towns  like  that  all  across 
the  country  that  don't  need  help.  And  I  immediately  communicated 
to  him  that  while  Cherry  Hill,  New  Jersey  and  towns  like  that  may 
have  more  affluence  than  perhaps  some  other  towns,  perhaps  other 
cities,  that  Cherry  Hill  has  some  poor  neighborhoods  and  Cherry 
Hill  has  some  poor  people  that  live  there,  and  that  the  rights  of 
those  poor  people  are  no  different  than  the  rights  of  poor  people 
who  live  perhaps  in  a  less  affluent  community. 

I  ^ess  my  question  is,  have  any  of  you  experienced  or  have  you 
received  any  information  that  would  further  clarify  what  the  Presi- 
dent was  talking  about,  whether  he  was  talking  about  across-the- 
board  reductions  in  the  CDBG  Program  or  whether  he  was  goinff  to 
target  towns  like  mine  or  any  information  that  you  have  to  shed 
some  light  on  that.  The  administration  has  been  relatively  quiet 
and  has  not  responded  to  my  requests  for  further  information  on 
that  point. 

Mayor  Daddona.  It's  hard  to  say  what  the  administration  meant. 
They  have  not  submitted  any  proposals  to  NLC  to  let  us  know 
what  they  were  referring  to. 

But  I  do  know  that  the  nice  thing  about  CDBG  is  its  flexibility 
because  a  town  could  use  it  the  way  it  sees  best  in  terms  of  its 
needs.  Every  town  has  problems,  no  matter  what,  how  affluent  that 
town  is.  The  flexibility  of  CDBG  would  mean  that  you'd  get  the 
maximum  use  of  it  in  Cherry  Hill  as  we  would  get  in  Allentown 
because  of  the  overall  goctls  that  CDBG  attempts  to  achieve. 
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So  I  wouldn't  agree.  I  just  don't  agree  with  what  the  President 
said  in  that  statement. 

Ms.  Bachur.  No. 

Mayor  Abramson.  There  were  strong  arguments  made  against 
that  statement  at  the  mid-winter  meeting  of  the  U.S.  Conference  of 
Mayors  and  the  feeling  that  there  was  some  either  misconception 
from  the  administration  or  some  lack  of  knowledge  in  terms  of  how 
this  cut  across  every  community  based  on  a  formula  that  focuses 
on  each  and  every  community  throughout  the  United  States. 

So  I  know  of  no  specific  targeting,  but  certainly,  a  Cherry  Hill  or 
a  Fairfield  or  any  of  the  communities  that  are  generally  perceived 
to  be  more  affluent  than  others  still  have  a  segment  within  them 
that  could  very  well  click  in  the  formula  and  provide  some  assistr 
ance  from  the  Federal  Government  for  their  human  needs. 

Ms.  Bachur.  I  can  speak  on  behalf  of  my  own  coimty,  which  is  a 
large  county  and  an  urban  county.  We  have  about  670,000  people. 
Like  Mr.  McKinney's  city,  we  have  the  richest  and  the  poorest.  To 
not  be  able  to  target  CDBG  money  to  the  poorest  sections  would 
really  severely  hamper  our  ability  to  do  the  things  we  need  to  to 
deal  with  unemployment,  to  deal  with  day  care,  to  deal  with  senior 
day  care  programs  for  particularly  those  areas,  but  some  areas 
throughout  the  county  where  the  need  still  exists. 

Mr.  Saxton.  Thank  you.  One  other  question,  and  this  is  on  more 
of  a  positive  note. 

Do  you  feel  that  the  regulations  through  which  you  must  use 
CDBG  funds  are  too  restrictve,  not  restrictive  enough?  I've  talked 
to  some  of  the  folks  in  my  district  who  administer  CDBG  funds  and 
the  impression  that  I  get  from  them  is  that  perhaps  if  communities 
had  more  discretion  as  to  how  they  could  put  those  fluids  to  use, 
that  they  would  perhaps  be  more  effectively  used. 

Mayor  Abramson.  Congressman,  obviously  more  discretion  would 
be  something  that  local  governments  would  choose  on  any  bill  or 
any  funding  mechanism  that  you  might  propose. 

At  the  same  time,  what  we're  looking  at  is  more  restrictive 
standards  being  set,  regulations  being  promulgated  by  this  admin- 
istration. 

Our  position  on  behalf  of  the  U.S.  Conference  of  Mayors  is,  yes, 
we  would  want  even  more  discretion,  but  we  certainlv  would  rather 
the  continuation  at  the  level  of  the  regulations  today  than  those 
being  proposed  by  the  administration  that  would  make  it,  in  our 
judgment,  more  restrictive  and  less  available  to  be  used  for  low  and 
moderate  income  family  needs. 

Mayor  Daddona.  In  AUentown,  we  had  no  problem  complying 
with  the  regulations.  Certainly  more  discretion  would  be  welcome. 
But  we  wouldn't  want  that  if  it  would  mean  that  it  would  open  up 
debate  and  perhaps  jeopardize  the  chances  of  the  H.R.  4  getting  the 
universal  support  that  we  hope  it  now  has. 

If  it  would  mean  that  it  would  create  differences  in  different 
parts  of  the  country  that  would  force  some  congressmen  to  oppose 
it,  then  we  would  say,  let's  leave  it  as  it  is  because  the  important 
thing  is  to  get  it  approved  and  at  the  funding  levels  that  we're 
asking. 

Ms.  Bachur.  We  have  no  problem  with  the  existing  regulations 
if  we  could  only  see  them.  It  seems  that  they're  tied  up  in  Justice. 
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And  if  you  could  help  us  at  all  in  getting  them  released,  we'd 
really  appreciate  it. 

Mr.  Fauntroy.  Thank  you  so  very  much. 

Mr.  Saxton.  Thank  you,  Mr.  Chairman. 

Mr.  Fauntroy.  All  right.  Mayor  Abramson  will  be  comforted  to 
know  that  the  State  of  Kentucky  is  well  represented  on  this  com- 
mittee and  that  you  have  a  friend  from  the  west  in  the  distin- 
guished gentleman  from  Kentucky,  Mr.  Hubbard,  who,  like  myself, 
was  opposed  to  the  seniority  system  when  we  came  here. 

But  the  longer  we  stays,  the  better  we  likes  it.  [Laughter.] 

And  he  has  moved  up  the  ladder  here  and  you  can  rest  assured 
that  when  you  answer  his  questions,  that  your  responses  will  be 
heard  and  heeded  in  the  full  committee. 

Mr.  Hubbard?  . 

Mr.  Hubbard.  Thank  you  very  much,  Mr.  Chairman.  I  appreciate 
your  kind  comments. 

I'm  sixth  on  the  full  committee,  and  you  can  see  where  I  sit  on 
the  subcommittee.  [Laughter.] 

But  I  do  get  to  sit  next  to  Congressman  Kennedy.  I  can  tell  my 
constituents  that  back  home.  [Laughter.] 

They  would  relate  to  that  for  sure.  [Laughter.] 

We  welcome  Ms.  Bachur,  Mayor  Daddona,  and  certainly  we  wel- 
come the  very  popular,  young,  handsome  bachelor  attorney.  Mayor 
of  Louisville,  KY.,  Jerry  Abramson,  who  is  one  of  my  favorites 
from  my  home  State  of  Kentucky. 

It's  true,  I  do  live  in  western  Kentucky.  But  I  grew  up  in  the  city 
of  Louisville.  He's  my  mother's  mayor.  He's  my  brother's  mayor. 
And  we  welcome  you  here  and  we're  very  proud  of  you  and  also 
proud  that  you  are  representing  not  only  the  great  city  of  Louis- 
ville, KY.,  but  also  representing  the  U.S.  Conference  of  Mayors  and 
serving  as  cochair  of  the  task  force  on  reauthorization  of  the  Com- 
munity Development  Block  Grant  Program. 

I,  too,  support  House  bill  4  and  we're  glad  that  you're  here  to  tes- 
tify on  behalf  of  that,  and  to  urge  us  to  not  only  support  House  bill 
4,  but  to  retain  the  spending  provisions  contained  in  this  important 
legislation,  which  obviously  was  introduced  the  first  day  of  the 
100th  Congress. 

I  apologize  for  not  being  here  to  hear  your  testimony.  I  was  in 
the  Merchant  Marine  and  Fisheries  subcommittee  on  merchant 
marine  where  we've  had  testimony  beginning  at  the  same  time  as 
this  subcommittee. 

I  don't  really  have  any  questions,  except  to  reiterate  my  support 
for  House  bill  4  and  to  welcome  all  three  of  you,  especially  the 
mayor  of  Louisville,  whom  I  hope  will  continue  to  come  to  Wash- 
in^n  often. 

This  young  man  has  a  bright  future  and  some  day  he  may  travel 
up  here  much  more  often  as  a  Member  of  Congress.  I  hope  so. 

Thank  you,  Mr.  Chairman. 

Mr.  Fauntroy.  And  I  thank  you.  May  I  yield  to  the  distinguished 
ranking  Member  of  the  full  committee  who  has  graced  us  with  his 
presence  here  and  whose  interest  and  concern  on  this  matter  is  leg- 
endary as  well. 

Mr.  Wylie? 
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Mr.  Wyue.  Thank  you,  Mr.  Chairman,  for  your  warm  welcome.  I, 
too,  want  to  extend  a  warm  welcome  to  the  distinguished  panel 
which  is  before  us  today. 

The  Community  Development  Block  Grant  Program  has  been  an 
excellent  program  and  it  s  going  to  be  even  more  significant  in 
view  of  the  fact  that  revenue  sharing  is  out.  I  get  those  words  fix)m 
my  mayor.  Mayor  Rhinehart,  who  is  an  ardent  supporter,  as  you 
know,  of  the  community  development  block  grant  program,  too. 

We  did  get  the  administration's  proposal  just  yesterday,  late  in 
the  afternoon.  I  haven't  had  a  chance  to  digest  it  yet.  But  it  is  out 
And  you're  right,  Jim.  There  is  targeting  in  that  administration 
proposal,  so  you  may  want  to  take  another  look  at  it.  I  want  to  look 
at  it  and  see  how  it  impacts  on  some  of  the  cities  in  my  own  con- 
gressional district,  of  course. 

What  they  recommend  is  a  level  of  $2.6  billion  for  the  conmiuni- 
ty  development  block  grant  program,  and  you  contrast  that  with  $3 
billion,  which  is  the  level  of  spending  for  fiscal  year  1987.  I  assume 
this  has  already  been  testified  to,  but  the  level  in  H.R.  4  is  $3.4  bil- 
lion. I  have  a  feeling  that  we'll  come  out  somewhere  around  the 
fiscal  year  1987  level. 

That's  just  a  guesstimate  on  my  part.  I  haven't  talked  to  any- 
body. But  I  think  you'll  find  almost  unanimity  of  support  for  the 
Community  Development  Block  Grant  Program.  We're  glad  to  have 
your  testimony  and  we'll  let  you  tell  us  how  important  you  think  it 
is. 

Thank  you  very  much,  Mr.  Chairman.  I  have  no  questions. 

Mr.  Fauntroy.  I  yield  to  the  distinguished  gentleman  from  Con- 
necticut. 

Mr.  McKiNNEY.  May  I?  I  noticed  your  comment  about  let's  not 
complicate  the  bill  so  that  it  sails  through. 

No  housing  bill  ever  sails  through  Congress.  So  we're  going  to 
need  all  your  support  and  all  your  help  and  all  your  attention  be- 
cause what  we  feel  should  sail  through  usually  is  dodging  shoals 
constantly  from  strange  and  nefarious  places. 

We  of  the  midwest  and  we  of  the  northeast  where  the  problems 
are  old  and  tired  need  all  the  help  we  can  get. 

Mr.  Wyue.  That's  true.  Well,  I  think  fU  just  leave  that  there. 
There  will  be  some  differences  of  opinion. 

I  think  that  the  $22  or  $23  billion  funding  level,  depending  on 
what  figures  you  use,  probably  is  a  little  higher  than  we  could  sign 
off  on.  It  still  may  pass  the  House.  I  don't  know. 

Mr.  Fauntroy.  Ahmen.  I  mean — excuse  me.  [Laughter.] 

Mr.  Wyue.  "Ahmen"  is  a  little  too  high.  [Laughter.] 

Thank  you,  Mr.  Chairman. 

Mr.  Fauntroy.  Thank  you.  Forgive  me  for  having  the  mike  open. 

One  of  the  constant  refrains  in  recent  years  on  this  committee 
has  been  how  would  it  play  in  Toledo?  For  that  reason,  I  am  proud 
to  yield  to  the  distinguished  gentlelady  from  Ohio,  from  Toledo, 
Marcy  Kaptur. 

Ms.  Kaptur.  Thank  you  very  much,  Mr.  Chairman.  I  have  no 
questions  at  this  time,  but  wanted  to  welcome  all  of  the  witnesses 
and  thank  them  for  their  excellent  testimony.  I  also  wanted  to  say 
that  the  Community  Development  Block  Grant  Program  has  really 
been  used  well  in  our  city.  You  wouldn't  even  recognize  the  down- 
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town  area  now  because  of  the  investments  that  have  occurred  in 
conjunction  with  UDAG  over  the  last  several  years.  We  have  a 
couple  of  new  developments  proposed  as  well. 

I  guess  the  only  problem  we  have,  is  that  there  are  so  many 
strains  on  CDGB  now  because  of  its  use  for  housing.  There  just 
isn't  enough  to  go  around  with  some  of  the  cutbacks  that  have  oc- 
curred recently. 

So  we  sure  appreciate  your  leadership  on  this  and  your  willing- 
ness to  come  and  testify. 

Thanks,  Mr.  Chairman. 

Mr.  Fauntroy.  And  I  thank  you.  Members  of  the  panel,  about  6 
years  ago,  the  State  of  Delaware  and  its  people  were  wise  enough 
to  send  to  us  its  treasurer  to  serve  on  the  Banking  Committee.  He 
doesn't  believe  that  money  is  everything,  but  he  has  decided  after 
being  on  this  committee  that  it  is  so  far  ahead  of  whatever  is 
second  best  when  it  comes  to  dealing  with  the  problems  of  our 
cities  that  he  has  proved  to  be  a  valuable  member  of  the  committee 
as  well. 

Mr.  Carper? 

Mr.  Carper.  Thank  you,  Mr.  Chairman.  I  didn't  come  to  hear  the 
witnesses  or  to  ask  some  questions.  I  just  came  to  be  introduced  by 
you.  [Laughter.] 

But  while  Fm  here,  let  me  just  ask  one  question  of  each  of  our 
witnesses.  I  would  ask,  and  perhaps  you've  addressed  this  in  your 
testimonies  and  I  missed  it.  but  we  are  living  in  a  world  where  we 
spend,  as  a  government,  a  great  deal  more  money  than  we're 
taking  in.  We're  looking  for  ways  to  reduce  those  deficits.  We're 

Soing  to  have  to  increase  our  revenues  and  we're  going  to  have  to 
old  the  growth  of  spending  in  a  lot  of  areas. 

Given  that  sobering  reality,  what  kind  of  changes  do  each  of  you 
think  that  we  need  to  make  in  existing  law  in  the  programs  that 
you're  particularly  interested  in,  in  testifying  about  today?  But 
what  changes  do  we  need  to  make  legislatively  or  regulatorily  to 
enable  you  to  spend  the  dollars  that  are  going  to  be  allocated  for 
these  programs  more  efficiently? 

Mayor  Abramson.  Congressman,  I  think  if  really  what  you're 
asking  is  where  are  we  going  to  get  the  money  and  how  can  we 
continue  at  the  levels  that  are  proposed  in  either  H.R.  4  or  any  of 
the  other  bills  that  focus  on  cities,  I  can  say  to  you  a^ain,  as  I  tried 
to  say  in  my  testimony,  that  in  the  last  6  years,  cities  of  America 
have  lost  68  percent  of  all  the  Federal  funding  that  come  our  way, 
the  last  6  years. 

In  1980,  the  President's  budget  carried  with  it  a  $50  billion  defi- 
cit. 

Mr.  Carper.  Let  me  just  interrupt.  Let  me  just  restate  my  ques- 
tion so  that  it  is  clear. 

Mayor  Abramson.  OK. 

Mr.  Carper.  Perhaps  it  is  not.  The  gentleman  from  Ohio,  Mr. 
Wylie,  suggested  that  there  probably  will  not  be  significant  in- 
creases in  the  funding  for  these  programs.  Given  the  likelihood 
that  the  level  will  probably  be  more  or  less  the  same,  what  changes 
can  we  make,  even  givinc  you  the  same  dollars  that  would  rive  you 
a  bigger  bang  for  the  buck  and  enable  you  to  stretch  those  dollars  a 
bit  further? 
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Mayor  Abramson.  Well,  the  answer  goes  back  to  Congressman 
Saxton's  question,  and  that  is  flexibility  with  what  you  give  us. 

Mr.  Carper.  Can  you  be  more  specific? 

Mayor  Abramson.  The  more  discretion — the  more  we  get  back  to 
the  focus  of  general  revenue  sharing,  where  mayors,  aldermen,  city 
councils  have  the  opportunity  to  make  the  priority  decisions  them- 
selves at  the  local  level,  I  think  would  be  the  thing  that  would  help 
us  the  most.  If  you're  focusing  on  we're  going  from  where  we  are 
today,  we're  going  to  stay  at  that  same  amount  of  money,  how  can 
we  help  you,  mayor,  handle  the  problems  in  Louisville,  KY? 

My  answer  to  you  would  be  all  those  funds  that  you  give  us  from 
whichever  way  you  give  us,  provide  as  much  discretion  to  the  local 
governments  as  possible.  And  we  could  find,  as  best  we  can,  the  pri- 
orities that  need  assistance  in  our  own  respective  communities. 

Mr.  Carper.  Can  any  of  the  witnesses  be  a  bit  more  specific  than 
that?  I  appreciate  the  need  for  broad  discretion  and  that  sort  of 
thing.  We're  not  going  to  go  back  to  the  Federal  revenue  sharing,  I 
suspect. 

What  specific  changes  will  these  specific  programs  that  youVe 
addressed  and  spoken  to,  what  can  we  do?  In  what  particular  areas 
are  you  constrained? 

Mayor  Daddona.  In  AUentown — first,  let  me  speak  for  the  NLC. 
We  support  all  the  provisions  as  they  are  in  H.R.  4.  If  the  Congress 
adopted  H.R.  4  the  way  its  written  now,  we  think  that  we  will  have 
that  flexibility  that  will  allow  us  to  get  more  bang  out  of  a  lesser 
dollar. 

But  in  the  area  of  economic  development,  though,  if  there  were 
some  changes  that  would  allow  us  to  use  more  flexibility  in  terms 
of  how  the  dollars  are  used  to  create  and  save  jobs,  AUentown  is 
one  of  the  cities  that  used  to  be  a  heavy  manufacturing  town.  Mack 
Trucks  was  real  big.  Over  the  years,  we've  lost  a  lot  of  those  jobs  in 
both  our  garment  industry  and  in  heavy  truck  manufacturing. 

And  as  a  result  of  that,  we've  got  to  be  able  to  keep  the  jobs  that 
we  already  have  or  bring  in  new  industry  or  business  to  locate  in 
our  city. 

We  wish  we  could  use  more  of  the  CDBG  dollars  for  that.  But 
there  are  certain  restrictions  on  it  that  prevent  us  from  using  it  as 
flexibly  as  we  would,  in  light  of  the  UDAG  programs  being  r^uced 
and  in  light  of  all  the  EDA  programs  being  phased  out,  if  we  could 
use  some  of  that.  But,  again,  I  would  not  want  that  to  be  a  require- 
ment in  order  to  get  the  bill  adopted. 

We  want  to  see  the  bill  adopted  first. 

Mr.  Carper.  OK.  That's  the  kind  of  response  I'm  looking  for,  just 
a  practical,  real-life  example.  If  anyone  has  others,  I'd  sure  like  to 
hear  them. 

Ms.  Bachur.  No,  I  don't.  Our  biggest  concern,  other  than  funding 
levels,  are  that  counties  continue  their  entitlement  status.  If  you'll 
note  in  my  testimony,  the  things  that  we're  really  interested  in  are 
ways  of  maintaining  the  200,000  threshold. 

Thank  you. 

Mr.  Carper.  All  right.  Good.  Thank  you. 

Mr.  Fauntroy.  If  the  gentleman  would  yield? 

Mr.  Carper.  Yes,  sir. 
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Mr.  Fauntroy.  Do  I  get  the  impression  that  you  would  like  to 
see  the  targeting  for  low  income  reduced? 

Mr.  Carper.  No,  no.  Not  at  all. 

Mr.  Fauntroy.  Thank  you.  I  won't  pursue  that  further. 

The  distinguished  gentleman  from  Texas,  Mr.  Bartlett,  was  here 
at  the  outset  of  the  hearing  and  had  to  step  out.  He's  had  an  oppor- 
tunity to  read  your  testimony,  however,  I  m  sure,  and  would  want 
to  question  you  at  this  point. 

Mr.  Bartlett.  Thank  you,  Mr.  Chairman.  And  I  do  apologize  for 
not  being  here  for  the  verbal  part,  but  I  have  read  the  testimony 
and  am  quite  intrigued  and  I  have  some  questions  on  specifics. 

Mayor  Daddona,  you  had  on  pages  5  and  6  of  your  testimony,  you 
pretty  well  listed  out  the  priorities  that  you  would  place,  and  I 
assume— let  me  rephrase  that— you  listed  out  the  priorities  that 
were  in  the  survey  that  you  had  made  of  the  cities  on  housing  pri- 
orities. 

Mayor  Daddona.  Yes. 

Mr.  Bartlett.  Do  you  generally,  and  does  your  organization  gen- 
erally concur  with,  the  National  League  of  Cities,  concur  with 
those  priorities? 

Mayor  Daddona.  Yes.  In  fact,  I  think  those  were  the  priorities 
that  were  determined  as  a  result  of  the  survey  that  was  taken  of 
444  cities.  AUentown  was  one  of  those  444.  So  we  match  very  close- 
ly with  what  the  overall  results  were. 

Mr.  Bartlett.  Mayor,  I  made  a  list  of  them  in  your  testimony 
and  I  want  to  read  them  out  slowly  and  see  if  we're  on  the  same— 
because  I  think  that  the  priorities  we've  listed  are,  in  fact,  the  pri- 
orities that  we  ought  to  put  in  this  bill.  And  then  I'm  going  to  ask 
you  the  question,  if  you  were  in  our  shoes,  would  you  place  these  as 
the  priorities  of  the  legislation? 

Financial  assistance  for  renters. 

Rehabilitation  for  single-and  rehabilitation  for  multi-family  hous- 
ing, number  two. 

Number  three  is  greater  importance  or  additional  rental  assist- 
ance certificates;  that  is  to  say,  existing  section  8. 

Number  four,  public  housing  operating  subsidies. 

And  number  five,  section  202. 

Now,  my  question  is  if  those  are  the  priorities,  if  vou  were  in  our 
shoes,  would  you  shift  the  nonpriority  spending,  which  is  substan- 
tial that  is  in  the  housing  authorization,  H.R.  4,  and  the  existing 
programs,  would  you  shift  nonpriorities  into  these  priorities  to 
fund  these  higher? 

Mayor  Daddona.  Could  I  have  a  moment,  please? 

Mr.  Bartlett.  It's  a  loaded  question,  so  I'm  not  trying  to  tell  you 
that  it's  not.  But  I'd  suggest  that  that  is,  in  fact,  the  question  that 
we  have.  If  these  are  the  priorities,  should  we  shift  nonpriority 
money  into  these  priorities? 

Mr.  Fauntroy.  May  I  answer  the  Question  for  you? 

Mavor  Daddona.  OK.  No.  If  I  could  just  comment  briefly. 

H.R.  4  addresses  the  need  on  a  comprehensive  basis.  It  does  re- 
flect addressing  the  concerns  that  were  brought  out  in  the  survey. 
It  doesn't  necessarily  have  to  follow  exactly  those  priorities, 
though. 
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Mr.  Bartlett.  Are  there  any  existing  Federal  housing  programs 
that  are  not  priorities  with  you? 

Mayor  Daddona.  Well,  if  they  were,  we  wouldn't  say  it. 

Mr.  Bartlett.  I  know  that.  But  Fm  trying  to  get  you  to — 

Mayor  Daddona.  Because  we're  trying  to — 

Mr.  Bartlett.  I'm  trying  to  get  you  to  just  be  honest  with  your 
own  testimony  as  to  what  you  believe  we  should  do. 

Mayor  Daddona.  Well,  in  order  for  legislation  like  this  to  get 
broad-base  support,  it's  got  to  be  flexible.  It's  got  to  have  the  broad- 
base  kind  of  capability  to  use  in  numerous  wajrs,  rather  than  tie  it 
in  to  just  priority.  What  might  be  a  priority  for  Allentown,  might 
not  be  a  priority  for  Louisville. 

Mr.  Bartlett.  Well,  these  are  the  priorities  of  the  National 
League  of  Cities. 

Mayor  Daddona.  Yes,  in  a  cross-section  of  444  cities. 

Mr.  Bartlett.  OK. 

Mayor  Daddona.  And  although  we  address  all  those  concerns, 
the  H.R.  4  is  more  comprehensive  and  allows  flexibility. 

Mr.  Bartlett.  Well,  let  me  suggest  to  you  that  if  we're  setting 
up  the  word  "comprehensive"  and  the  word  "priorities"  as  two  con- 
flicting ideas,  well,  then,  I,  for  one,  would  choose  to  use  the  priority 
system  as  opposed  to  the  "comprehensive  system,"  if  that  means 
that  we  try  to  do  everything. 

Now  I  want  to  suggest  to  you  that  I'm  very  supportive  of  passing 
a  housing  reauthorization  bill,  as  I  was  in  the  last  session.  And  I 
think  we  ended  up,  by  the  time  we  got  it  through  the  House  floor, 
with  a  pretty  good  bill,  because  after  we  finished  our  work  on  the 
committee  and  then  to  the  House  floor,  the  Congress,  or  at  least 
the  House,  did  adopt  some  priorities  and  we  ended  up  with  a  total 
aggregate  spending  that  was  at  a  suitable  enough  level  that  we 
should  have  been  able  to  get  it  passed.  We  hadn't  built  up  the  sup- 
port through  the  course  of  the  session. 

If  we  do  it  the  same  way  this  year  and  put  everything  in  the  bill 
at  the  committee  level,  and  then  don't  pass  it  out  of  the  House 
floor  until  we  get  the  result  of  a  large  floor  fight  and  a  lot  of  parti- 
san posturing,  and  we  confuse  the  entire  country,  well,  the  result 
will  be  no  bill  again  and  no  prioritizing. 

So  let  me  ask  the  question  another  way.  Do  you  think  that  we 
should  prioritize  among  Federal  housing  programs,  or  do  you  think 
we  should  try  to  do  everything  that  we're  doing  now  in  the  same 
ratio? 

Mayor  Daddona.  How  do  you  prioritize,  though?  How  do  you  get 
the  right  priorities? 

Mr.  Bartlett.  Well,  we  ask  witnesses  who  are  mayors  and  city 
council  members  where  they  believe  our  priorities  should  be. 

Yes,  Ms.  Bachur? 

Ms.  Bachur.  Yes.  I  think  we're  at  the  point  where  we're  down  to 
the  priorities.  We've  lost  so  much  funding,  our  needs  are  so  basic 
now,  that  what  you  see  before  you  may  have  a  numerical  order, 
but  you  can  hardly  call  them  priorities.  They're  just  different  tools 
for  handling  problems. 

Mr.  Bartlett.  Well,  no  one  mentioned  new  construction  of  public 
housing  units,  for  example,  in  your  testimony,  and  that's  a  billion 
dollar  or  so  item. 
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Ms.  Bachur.  Well,  I  think  I  did  mention  that  in  my  testimony. 

Mr.  Bartlett.  Fm  sorry. 

Ms.  Bachur.  In  that  I  suggested— I  requested  that  we  not  be 
given  authority  to  use  CDBG  monev  for  new  construction  because 
we  really  can  hardly  fulfill  our  neeos  as  they  are  now,  unless  we're 
going  to  have  additional  money  commensurate  with  the  new  abili- 
ty. 

But  we're  really  down  to  the  basics.  States  are  looking  at  ways— 
in  Maryland,  we  passed  a  comprehensive  housing  bill  last  year  to 
help  us  deal  with  it.  Local  jurisdictions  are  putting  money  in  it. 
And  we  need  the  Federal  Government  to  maintain  its  partnership 
with  us. 

Mr.  Bartlett.  Mayor  Abramson? 

Mayor  Abramson.  I  would  even  go  a  step  farther,  Congressman. 
It  seems  to  me  that  we're  talking  in  terms  of  constituencies.  I 
agree  with  what's  been  said  in  terms  of  the  fact  that  we  have  dif- 
ferent constituencies.  Yes,  we  do  need  assistance  with  maintenance 
money  for  housing  projects.  No  question. 

We  have  millions  of  people  living  in  them.  In  my  community,  as 
I  said,  we  have  24,000.  I've  got  to  do  something  about  them. 

At  the  same  time,  section  8  certificates,  vouchers,  whatever  you 
want  to  talk  about  in  terms  of  trying  to  create  opportunities  sepa- 
rate and  distinct  from  having  those  pockets  of  poverty  in  the  hous- 
ing proiects,  is  a  very  important  program. 

At  the  same  time,  312  assistance  and  rental  rehabs  to  allow 
people  to  stay  in  their  homes,  stay  off  the  homeless  rolls,  et  cetera, 
each  one  of  these  programs,  in  my  judgment,  focuses  towards  a  dif- 
ferent constituency.  You  throw  UDAGs  in  where  you're  trying  to 
attract  private  money  into  urban  areas  where  the  risk  in  the  past 
has  been  too  great  and  they  simply  have  passed  up  cities  for  their 
investment,  and  you  see  that  each  opportunity,  each  program  fo- 
cuses on  a  different  constituency  and  a  different  need. 

Mr.  Bartlett.  Let  me  ask  the  question  a  different  way. 

If  you  had  an  extra  billion  dollars  to  spend  in  housing,  where 
would  you  spend  it? 

Mayor  Abramson.  An  extra  billion? 

Mr.  Bartlett.  Where  would  you  do  it? 

Mayor  Abramson.  What  I  would  do  is  what  I'm  saying  to  you, 
and  that  is  to  review  the  constituencies.  Some  would  have  to  go 
into  public  housing  in  my  community,  no  question  about  it.  Some 
would  have  to  go  for  expanded  section  8  opportunities  to  subsidize 
people  living  in  already  privately  owned  homes.  Some  would  go 
into  a  312  rehab 

Mr.  Bartlett.  You're  saying  so  you  wouldn't  make  any  choices. 
You  would  spend  it  on  et  cetera,  a  little  bit  of  ever3rthing? 

Ma^or  Abramson.  No,  not  et  cetera.  I  can  draw  for  you  distinct 
constituencies  of  those  in  the  low  and  moderate  income  area  that 
need  help. 

What  I'm  saying  bv  mv  response  is  that  all  of  it  should  not  go 
into  public  housing.  We  should  not  house  everybody  in  public  hous- 
ing units  as  they  do  today. 

All  of  it  should  not  go  into  section  8  because  that  program,  by 
itself,  forgets  that  I've  got  24,000  people  in  public  housing  and  8200 
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families  on  a  waiting  list.  Those  are  the  kinds  of  things  that  you 
have  to  put  into  some  kind  of  parity. 

Mr.  Bartlett.  Fair  response.  Thank  you,  Mr.  Chairman. 

Mr.  Fauntroy.  The  time  of  the  gentleman  is  expiring.  I'd  extend 
the  time,  if  you'd  like. 

Mr.  Bartlett.  Mr.  Chairman,  I'd  have  just  an  additional  ques- 
tion, if  the  witnesses  would  like  to  respond  in  writing  later  or  now. 

It  would  be  very  helpful,  and  I  was  a  member  of  the  National 
League  of  Cities  and  an  active  member  and  was  on  the  city  council, 
chairman  of  the  housing  committee  before  I  came  to  Congress.  It 
would  be  extremely  helpful  if  you  could  provide  with  us  a  list,  if 
you  would,  of  the  ways  in  which  the  existing  programs,  in  your 
judgement,  could  be  improved  in  terms  of  their  effectiveness. 

Now,  I  think  at  least  two  of  you,  and  perhaps  all  three,  men- 
tioned the  one  improvement  which  I  agree  with,  and  that  is  a 
multi-year  authorization.  And  I  think  if  we  can  be  allowed  to  build 
some  political  consensus — conservative,  liberal,  moderate,  for  a 
housing  reauthorization,  then  I  think  out  of  that  consensus  could 
come  a  multi-year  authorization. 

My  question  is,  from  your  perspective  in  the  real  world,  are 
there  other  improvements,  specific  improvements  such  as  Mr. 
Carper  asked,  that  you  would  make  in  these  programs?  I  know  and 
you  know  that  they're  not  perfect.  And  so,  would  you  provide  addi- 
tional flexibility  and  modernization  money?  Would  you  provide  ad- 
ditional local  control?  Would  you  provide  portability  within  an 
SMSA  of  section  8  certificates?  Would  you  provide  for  tenant  own- 
ership or  tenant  management? 

Are  there  improvements  that  you  would  make  in  the  programs 
other  than  in  increased  funding? 

Thank  you,  Mr.  Chairman. 

Mr.  Fauntroy.  Thank  you.  The  gentleman's  line  of  questioning 
is  very  stimulative.  I'd  just  proffer  one  question  that  I'd  like  to 
raise  with  the  panel,  and  it  is  a  question  that  begins,  would  you  not 
agree  that  in  response  to  the  question,  are  there  elements  of  H.R.  4 
that  ought  to  be  prioritized  to  the  neglect  of  others,  that  as  repre- 
sentatives of  associations  of  cities  and  counties,  the  bill  attempts  to 
address  a  variety  of  types  of  needs  that  may  vary  from  coimty  to 
county,  from  city  to  city.  And  so  that  any  one  program  might  cer- 
tainly meet  the  needs  of  you  in  Louisville,  but  it  might  not  be  of 
any  relevance  to  an  equally  as  distressed  community  elsewhere  in 
the  country  that  might  have  another  type  problem. 

And  that's  why  the  balance  that  we  sought  to  achieve  in  cover- 
ing a  variety  of  the  needs  in  the  bill  is  there. 

You  would  agree  with  that,  wouldn't  you? 

Ms.  Bachur.  Yes. 

Mr.  Fauntroy.  That's  what  I  thought.  May  we  now  hear  from 
the  distinguished  representative  of  what  was  known  years  ago  as  a 
steel  city  of  Birmingham,  but  which  over  recent  years,  given  the 
flight  of  capital  and  jobs  from  this  country,  has  had  to  make  a 
number  of  adjustments  and  is  making  those  adjustments,  I  thirik, 
admirably  well  with  the  kind  of  representation  that  it  has  here  in 
the  Congress  and  the  kind  of  mayor  that  it  has. 

Mr.  Erdreich? 


Digitized  by  VjOOQ IC 


421 

Mr.  Erdreich.  Thank  you,  Mr.  Chairman.  I  don't  have  any  ques- 
tions to  present  to  the  panel.  I  notice  that  my  colleague,  Mr.  Bart- 
lett,  mentioned  his  prior  city  activities.  I  must  say  that  I  was^  a 
county  commissioner  for  8  years  in  my  earlier  era,  and  then  also 
served  at  the  same  position  as  the  young  lady  here  is  serving  in  the 
NACO  activities  as  community  development  chairman,  or  whatever 
the  title  of  that  particular  panel  was,  and  Fm  familiar  with  the 
problems  and  needs  of  counties  and  cities. 

I  appreciate  your  testimony  and  I  can  assure  you  that  as  we  go 
through  H.R.  4,  all  of  us  want  to  do  really  what  Mr.  Barlett  said — 
come  up  with  a  measure  we  can  enact  into  law  and  one  that  will 
provide  for  both  the  basic  community  development  and  housing 
needs  in  this  country  which  are  so  evident  in  the  counties  and  our 
communities.  And  I  thank  you  for  coming. 

Thank  you,  Mr.  Chairman. 

Mr.  Fauntroy.  And  I  thank  the  gentleman  from  Alabama.  At 
this  point,  we  want  to  express  our  sincere  and  heartfelt  thanks  to 
you  for  the  care  with  which  you  prepared  for  this  hearing  and  the 
clarity  with  which  you've  made  your  presentations. 

Mayor  Abramson.  Thank  you. 

Ms.  Bachur.  Thank  you. 

Mayor  Daddona.  Thank  you,  Mr.  Chadrman. 

Mr.  Fauntroy.  Thank  you  so  very  much. 

May  we  now  hear  from  our  second  panel,  which  includes:  Mr. 
John  Simon,  the  president  of  the  National  Housing  Conference; 
Mr.  Barry  Zigas,  the  president  of  the  National  Low  Income  Hous- 
ing Coalition;  and  Ms.  Roberta  Youmans  of  the  National  Housing 
Law  Project. 

We're  so  very  pleased  to  have  these  three  distinguished  citizens 
to  represent  the  very  important  organizations  that  are  working  in 
the  area  of  housing,  as  indicated  by  their  titles. 

Gentlemen,  thank  you  so  very  much  for  your  preparation  as 
well.  We  have  your  testimony  and  we  do  look  forward  to  your  pres- 
entations. You  have  the  option  of  reading  them  in  their  entirety  or 
you  may  wish  to  summarize.  In  any  event,  they  will  be  included  in 
the  record. 

Thank  you  also  for  your  patience  in  awaiting  your  opportunity  to 
testify.  I'll  now  recognize  Mr.  John  Simon,  president  of  the  Nation- 
al Housing  Conference. 

STATEMENT  OF  JOHN  SIMON,  PRESIDENT,  THE  NATIONAL 
HOUSING  CONFERENCE 

Mr.  Simon.  Thank  vou,  Mr.  Chairman.  My  name  is  John  Simon. 
Tm  the  president  of  the  National  Housing  Conference,  which  is  the 
oldest  housing  organization  in  the  country  working  for  affordable 
housing  in  cities  and  other  communities. 

We  represent  not  only  the  low  income  housing  sector,  but  the 
private  sector,  the  nonprofit  sector,  the  financial  sector  and, 
indeed,  the  development  sector. 

It  is  always  a  great  pleasure  to  appear  before  this  committee  and 
Chairman  Gonzalez.  When  we  think  of  San  Antonio  and  the  hous- 
ing field,  we  don't  think  of  the  Alamo;  we  think  of  the  Chairman 
and  his  staff  and  this  committee,  who  have  been  valiant  in  defend- 
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ing,  with  Mr.  McKinney's  assistance,  who  last  year  got  the  Carl 
Coan,  Sr.  Award  of  the  National  Housing  Conference  for  his  ef- 
forts. It  is  this  committee  which  has  held  the  line  for  6  years  and 
prevented,  I  think,  the  complete  destruction  of  the  housing  and 
community  development  programs. 

Tm  not  going  to  give  the  litany  of  what  happened  in  the  last  6 
years.  I  just  want  to  mention  that  in  1981,  Secretary  Pierce  spoke 
to  a  group  of  us  in  Colorado  Springs  and  said  that  if  the  cuts  that 
he  proposes  were  made,  if  the  deficit  reduction  program  of  the 
President  were  to  take  place,  if  the  housing  programs,  if  the  con- 
struction programs  were  eliminated  and  moved  to  vouchers,  then 
the  housing  problem  in  this  country  would  be  eliminated  and  there 
would  be  housing  for  all.  The  trickle  up  theory  would  take  place. 

And  you  know  what  happened.  The  downpour  theory  took  place 
and  there  have  been  no  housing  programs.  We  are  here  today 
where  we  are  because  of  6  years  of  mismanagement  by  the  admin- 
istration and  by  HUD  of  these  programs. 

The  homeless  are  just  one  item  which  you're  all  aware  of.  We 
feel  that  you  can't  have  social  stability  in  this  country  if  you  have 
no  housing  for  low  and  moderate  income  families.  As  you  have  a 
number  of  homeless  existing  in  any  city,  if  you  have  people  sleep- 
ing in  the  streets,  if  you  have  people  sleeping  in  city  halls — it  just 
happened  in  Los  Angeles,  where  the  National  Housing  Conference 
just  had  a  meeting.  If  you  have  families  overcrowded  into  one-bed- 
room apartments,  if  you  have  people  paying  more  than  50  percent 
of  their  income  for  rent,  then  you  cannot  have  sound  family  life, 
for  which  this  administration  so  prides  itself. 

If  children  don't  have  a  place  to  do  their  homework,  you  can't 
have  them  do  well  in  school.  And  I  believe  that  if  something  isn't 
done  about  it  now,  we  will  have  to  pay  a  terrible  price  later,  as  we 
are  already,  indeed,  beginning  to  pay  the  price. 

But  it  isn't  just  the  homeless  that  are  at  stake  now.  It  is  the  low 
and  moderate  income  families  in  this  country  as  well. 

We  submitted  written  testimony  to  you  and  I  don't  want  to  be- 
labor the  written  testimony  and  repeat  it.  I  just  want  to  make 
some  additional  comments  in  connection  with  this  testimony. 

But  I  want  to  say  also  that  this  committee,  this  Congress,  not 
only  with  H.R.  1,  which,  unfortunately,  did  not  pass,  but  with  H.R. 
4,  has  enabled  us  to  see  the  end  of  the  light  of  the  tunnel.  I  think  if 
H.R.  4  passes — it  is  not  a  perfect  bill,  but  certainly,  it  is  more  than 
a  half  of  loaf.  It  is  eight-tenths  of  a  loaf.  And  if  that  were  to  pass,  I 
think  we  are  on  the  beginning  of  recovery  in  the  field  of  housing, 
community  development,  and  related  programs  both  for  low  and 
moderate  income  families. 

Now  I  want  to  tell  you  there's  not  a  single  approach  possible.  It 
will  require  the  States  and  cities  to  do  their  jobs  as  well.  It  will 
require  the  public  and  private,  and  particularly  the  nonprofit, 
sector  to  assist. 

But  in  the  case  of  low  and  moderate  income  families,  in  particu- 
lar, it  will  require  monies  from  the  Federal  Government.  After  all, 
it's  the  Federal  Government  that  collects  and  will  collect  most  of 
our  taxes,  the  new  tax  bill  notwithstanding. 

And  in  view  of  revenues  shrinking  for  cities  and  counties  and, 
indeed,  in  view  of  the  tax  bill  which  does,  we  believe,  some  damage 
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to  lower  and  moderate  income  housing  development,  we  need  the 
Federal  Government  to  assist  to  maintain  these  programs  and  to 
advance  them  further. 

We  are  also  very  concerned  about  the  exploration  of  many  of  the 
subsidized  programs  in  the  months  and  years  to  come.  I  think 
that's  the  danger  on  the  horizon  which  must  be  addressed.  Much  of 
that  housing  which  originally  assisted  on  a  20-year  period,  and 
most  section  8  contracts  are  only  for  15  years  or  20  years.  The  20- 
year  period  has  begun  to  expire  on  221(dX3)'s  below-market  interest 
rate  projects  and  these  numoers  will  increase  over  the  next  several 
years  and  remain  high  through  the  year  2005.  And  no  matter  who 
IS  in  the  Congress,  and  no  matter  who  lives  in  the  best  public  hous- 
ing project  in  the  country  at  1600  Pennsylvania  Avenue,  they  will 
have  to  deal  with  this  crisis  and  make  these  large  amounts  of 
monies  available,  not  just  to  provide  additional  housing,  but  main- 
tain that  which  we  have. 

The  National  Housing  Conference  has  established  a  task  force  of 
public,  private  and  the  nonprofit  financial  sector  to  look  into  this. 
And  with  your  permission,  Carl  Coan,  who's  our  general  counsel, 
will  speak  to  your  committee  members  and  to  your  staffs  about 
some  recommendations  we  will  have  as  this  committee,  this  t€U3k 
force,  continues  its  work. 

Td  also  like  to  make  a  comment  about  public  housing.  To  para- 
phrase Shakespeare,  the  bad  that  public  housing  does  is  often 
spread  throudiout  the  country  on  pa^e  1  and  2  of  television  and 
newspapers.  The  good  that  it  does  is  hidden  in  page  99,  if  at  all,  in 
the  press. 

We  know  that  there  are  problems  and  Mr.  Fauntroy,  I  know  you 
have  problems  in  Washington,  DC.  But  you  know  that  80  percent, 
90  percent  of  the  public  housing  stock  is  well  managed,  is  function- 
ing, and,  if  anything,  needs  additional  funds  to  maintain  it  and  per- 
haps to  create  additional  housing. 

We  are  concerned  about  the  fact,  however,  that  these  attacks  on 
public  housing  are  used  by  the  enemies  of  public  housing  to  make 
an  attempt  to  destroy  this  very  worthwhile  program. 

I  come  from  a  city  which  has  a  21-year  waiting  list  in  New  York 
for  public  housing.  Even  in  Washington,  you  do  have  a  waiting  list 
for  the  program.  And  I  agree  with  you  that  improvements  should 
be  made.  I  agree  with  you  that  tenant  input  is  important.  I  agree 
with  you  that  we  have  to  put  our  own  house  in  order. 

But  I  don't  think  that  we  ought  to  throw  the  baby  out  with  the 
bathwater  in  this  particular  instance. 

I'd  also  like  to  mention  to  you  another  concern  which  we  have 
which  is  very  important  and  which  is  in  H.R.  4,  where  we  perhaps 
don't  completely  agree  with  you.  This  is  one  which  would  sanction 
switching  funding  for  public  housing  development  and  the  like 
from  the  tested  and  tried  long-term  financing  approach  to  one  of 
capital  grants. 

We  understand  that  the  committee  has  taken  this  approach  as  a 
result  of  the  operation  of  the  budget  process  which  at  least  initially 
places  greater  emphasis  on  budget  authority  than  outlays.  At  the 
modest  development  level  contained  in  the  bill,  such  an  approach 
does  not  make  too  much  different.  But  if  we  were  ever,  and  we 
must,  to  attempt  to  return  to  more  significant  development  levels 
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consistent  with  past  years'  programs,  levels  and  present  needs,  sole 
reliance  on  this  new  approach  will  be  devastating  to  this  effort. 

So  we  urge  you  to  take  another  look  at  this  pcurticular  item. 

Fd  like  to  say  parenthetically,  I  know  you're  in  a  budget  crisis.  I 
know  we've  been  in  a  budget  crisis  for  many  years.  I  know  the  defi- 
cit has  grown  and  now  perhaps  has  stabilized,  at  best.  At  worst,  it's 
not  stabilized.  But  we  in  the  public  housing  field  want  to  tell  you — 
we  in  the  housing  field,  I  should  say — want  to  tell  you  we  certainly 
plead  not  guilty  to  the  deficit.  We  have  taken  the  biggest  cut  of  any 
program  in  the  country.  We  have  taken  our  lumps  and  certainly,  tf 
an)rthing,  have  contributed  to  a  reduction  of  the  deficit,  albeit,  with 
all  these  bad  results  that  you're  so  aware  of. 

Last,  I'd  like  to  make  a  comment  on  fair  housing.  And  I'd  like  to 
say  that  you  can't  really  have  fair  housing  if  you  don't  have  plenti- 
ful and  adequate  housing.  You  can't  have  fair  housing  if  you  don't 
have  an  adequate  supply  of  low  income  housing  and  you  certainly 
can't  have  fair  housing  if  you  don't  have  an  adequate  supply  of 
moderate  income  housing. 

We  support  the  Fair  Housing  Initiative  Program  proposed  in 
H.R.  4.  We  urge  that  perhaps  some  of  the  rigid  guidelines  for  carry- 
ing out  the  test  activities  be  limited  in  the  legislation.  But  I  want 
to  tell  you  from  personal  experience,  being  married  to  a  black 
woman,  that  fair  housing  is  not  really  effective  in  this  country  as 
yet,  and  that  in  both  States  in  the  east  and  in  the  west  and  per- 
haps moreso  in  the  south,  fair  housing  legislation  is  necessarily  re- 
quired if  we're  not  going  to  have  a  two-tier  system  of  housing  in 
this  country — one  for  the  very  low  income,  one  for  the  minorities, 
one  for  the  affluent. 

So  I  urge  you  to  please  take  another  look  at  the  fair  housing  bill 
and  support  it  and  make  sure  it  passes. 

In  conclusion,  I'd  like  to  say  if  you  read  our  testimony,  we  sup- 
port H.R.  4.  We  have  some  items  we  wish  you  would  have  done 
more.  We  know  the  budget  restrictions.  There  are  some  items 
which  perhaps  we  don't  disagree  on.  But  you  really  ought  to  be 
congratulated  on  pushing  this  bill  as  hard  as  you're  doing.  And  we 
know  that  this  time  it  will  pass  because  if  it  doesn't,  there's  real 
trouble  ahead  in  the  years  to  come. 

Thank  you. 

[The  prepared  statement  of  Mr.  Simon  can  be  found  in  the  ap- 
pendix.] 

Mr.  Fauntroy.  And  we  thank  you,  Mr.  Simon.  Now,  Mr.  Barry 
Zigas  of  the  National  Low  Income  Housing  Coalition. 

STATEMENT  OF  BARRY  ZIGAS,  PRESIDENT,  NATIONAL  LOW 
INCOME  HOUSING  COALITION 

Mr.  Zigas.  Thank  you,  Mr.  Chairman.  It's  a  special  pleasure  to 
come  today  before  you  as  the  chairman.  You're  my  congressman 
and  this  is  a  special  pleasure.  So  congratulations.  You're  doing  a 
great  job. 

Mr.  Fauntroy.  Thank  you. 

Mr.  Zigas.  I'd  like  to  thank  the  committee  for  inviting  us  here 
today.  My  name  is  Barry  Zigas  and  I'm  president  of  the  National 
Low  Income  Housing  Coalition.  I  would  like  to  submit  my  written 
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statement  for  the  record  and  just  cover  a  few  other  areas  in  my 
oral  statement. 

First,  Fd  like  to  note  a  few  highlights  of  our  statement,  while  not 
going  through  it  in  any  detail.  We  submitted  ten  lengthy  pages  of 
testimony.  I  think  it  speaks  for  itself,  and  I  don't  want  to  try  to 
review  it  in  any  detail  with  you  today.  But  there  are  a  few  high- 
lighted areas  Vd  like  to  mention  in  passing. 

Second,  I  would  like  to  cover  three  specific  areas  that  are 
touched  on  in  my  testimony  and  I  would  like  to  go  into  them  in 
some  greater  detail. 

I  would  like  to  discuss  changes  to  the  Community  Development 
Block  Grant  Program  that  my  organization,  working  with  a  coali- 
tion of  other  organizations,  feels  deserve  your  attention  and  consid- 
eration in  the  100th  Congress  in  H.R.  4. 

Second,  I  would  like  to  speak  to  you  about  our  hopes  for  consider- 
ation and  adoption  of  the  Community-Based  Housing  Supply  Pro- 
gram that  we  first  brought  to  your  committee  in  June  of  1984  as  a 
result  of  a  long  grassroots  process  of  development. 

Finally,  I  would  like  to  speak,  as  all  of  the  other  witnesses  have, 
to  the  problem  of  expiring  use  restrictions  and  the  potential  loss  of 
hundreds  of  thousands  of  existing  federally  assisted  housing  units 
that  the  country  faces  unless  swift  action  is  taken. 

First,  to  speak  about  specific  items  that  are  covered  in  my  testi- 
mony that  Id  like  to  just  touch  on  again.  I  add  to  all  the  other  wit- 
nesses our  fervent  hope  that  the  committee  move  quickly  on  H.R. 
4,  that  we  get  through  the  House  floor  quickly,  that  we  meet  with 
the  Senate  quickly,  and  that  we  get  a  housing  authorization  this 
year. 

It's  critical  to  re-establish  the  priority  for  housing  assistance,  for 
community  development  programs,  for  urban  programs  in  the 
100th  Congress  and  to  start  moving  forward  again  with  housing  au- 
thorizations instead  of  just  simply  hoping  for  the  best  through  con- 
tinuing appropriations. 

So  we  congratulate  you  on  the  work  you've  done  so  far.  We  con- 
gratulate you  for  holding  quick  hearings  and  having  an  expedited 
schedule.  And  we  will  support  you  thoughout  that  process  in  your 
objective. 

Second,  my  statement  does  go  into  a  lot  of  detail  on  a  whole 
series  of  particulars.  I  would  just  like  to  highlight  a  couple  of 
things  for  the  record  in  my  oral  statement. 

First,  I  would  like  to  emphasize  our  support  for  the  Neighbor- 
hood Development  Grant  Program  that  is  contained  in  this  legisla- 
tion. In  working  with  neighborhood  organizations  throughout  the 
country,  we  find  this  is  the  source  of  funding  that  they  have  been 
able  to  take  advantage  of.  They  believe  it  is  a  sound  program  and 
we  support  its  continued  funding. 

Second,  we  congratulate  you  for  adopting  a  permanent  reauthor- 
ization of  the  Home  Mortgage  Disclosure  Act.  As  you  know,  we 
have  struggled  for  years  with  triannual  and  5-year  reauthoriza- 
tions of  this  program.  Each  year  we  have  wound  up  exactly  where 
we  started,  which  is  with  a  functioning  Home  Mortage  Disclosure 
Act.  I  think  the  proposal  to  repeal  the  sunset  provisions,  which  are 
contained  both  in  H.R.  4  and  in  the  Committee  Print  that  the 
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Senate  is  going  to  be  taking  up  today  are  laudable  and  we  fully 
support  them. 

Finally,  one  point  Fd  like  to  emphasize  is  our  strong  support  for 
the  increased  funding  levels  that  you  have  provided  for  the  Com- 
munity Development  Block  Grant  Program.  As  I  said,  I  do  have 
some  comments  later  about  things  we  hope  you'll  do  to  change  the 
program,  but  that  is  in  the  context  of  our  fuU  support  for  increased 
funding  for  that  program  throughout  the  country. 

I'd  like  to  clarify  one  portion  of  my  written  report  with  r^ards 
to  the  provisions  for  aliens  residing  in  public  housing.  And  what  I 
meant  to  say  in  my  statement  was  that  we  support  repeal  of  sec- 
tion 214.  To  the  extent  that  the  amendments  to  H.R.  4  provide  ad- 
ditional protections,  we  support  them.  But  we  find  that  anything 
that  would  jeopardize  the  ability  of  long-term  residents,  the  elderly 
and  families  with  children  to  continue  in  residence  in  public  hous- 
ing to  be  both  unjust  and  inequitable  and  we  urge  you  to  adopt 
whatever  it  takes  to  prevent  that  from  happening. 

Finally,  there  are  some  provisions  of  H.R.  286,  the  Homeless  Per- 
sons Survival  Act,  that  we  hope  you  will  incorporate  into  H.R.  4. 
As  you  know,  that  bill  covers  a  vast  array  of  programs  that  would 
assist  the  homeless,  but  some  of  them  involve  the  Community  De- 
velopment Block  Grant  Program  and  housing  priorities  in  cities. 
Among  other  things,  the  bill  has  a  provision  that  would  require 
cities  to  certify  that  they  are  doing  their  utmost  to  preserve  low 
income  housing  stock,  particularly  single-room  occupancy  housing, 
in  order  to  qualify  for  community  development  block  grants. 

It  seems  to  me  that's  a  fair  and  very  sensible  requirement.  Your 
bill  already  would  amend  the  HAP  plan  to  require  jurisdictions  to 
take  into  account  the  needs  of  homeless  persons  and  to  plan  for 
providing  assistance  for  them,  and  we  fully  support  that. 

Another  provision  in  the  Homeless  Persons  Survival  Act  that 
bears  your  close  consideration  is  one  that  would  require  as  a  condi- 
tion of  receipt  of  CDBG  funds  the  use  of  tax-foreclosed  properties 
for  shelter  for  the  homeless.  We  are  working  with  the  sponsors  of 
that  legislation  on  possible  changes  to  that  provision  that  would 
provide  more  flexibility  to  local  governments,  but  I  think  the  idea 
that  surplus  property  at  the  local  level  be  made  available  for  these 
purposes,  among  others  as  well,  is  a  valid  one  and  one  that  this 
committee  should  not  shrink  from  requiring  cities  to  do. 

Let  me  turn  now  to  the  Community  Development  Block  Grant 
Program.  You  heard  a  lot  of  testimony  this  morning  from  very  ca- 
pable people  administering  this  program  about  its  virtues  and  the 
great  things  that  it  does.  In  our  experience  working  with  communi- 
ty organizations,  low  income  advocates  and  tenants,  we  have  found 
that  there's  no  question  that  the  Community  Development  Block 
Grant  Program  is  the  major  source  of  funding  for  opportunity  pro- 
grams in  low  income  neighborhoods.  It  is  the  main  source  of  hous- 
ing rehabilitation  funding.  And  for  many  communities,  it  is  the 
only  source  of  money  left  to  undertake  anything  remotely  like 
neighborhood  development. 

We  fully  support  the  program's  reauthorization.  We  support  a 
much  higher  funding  level  even  than  H.R.  4  has.  But  we  feel  that 
the  increase  that's  in  the  bill  is  very  important. 
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We  do  know,  however,  from  working  with  our  constituents  that 
there  are  many  jurisdictions  in  which  the  targeting  requirements 
of  the  Community  Development  Program  are  honored  less  in  day- 
to-day  reality  than  in  the  breach.  We  have  continuing  reports  from 
our  constituents  of  economic  development  activities,  claims  to  bene- 
fit low  income  persons  with  no  particular  plan,  with  no  particular 
documentation,  and  with  no  particular  proof  that  low  income  eco- 
nomic development  is  actually  taking  place. 

We  found  city  after  city  where  any  expenditure  on  downtown  de- 
velopment counts  as  economic  development  and  is  credited  as  a  low 
income  benefit — this  really  is  improper  and  in  a  period  of  shrink- 
ing resources,  it's  really  unacceptable. 

I  think  the  committee  needs  to  be  concerned  about  another  area 
that  it  faces  in  this  program,  and  that  is  continuing  budget  pres- 
sures. We  have  been  around  with  the  budget  committee  members 
week  after  week,  year  after  year,  pleading  for  the  continuation  of 
this  program  and  its  protection  from  futher  budget  cuts.  And  each 
vear  we  have  been  told  by  both  Democratic  and  Republican  mem- 
bers of  those  committees,  "this  program  cannot  be  protected  in  its 
current  form  because  it  does  not  aofequately  target  its  resources  to 
low  and  very  low  income  people." 

If  the  cost  of  maintaining  the  program  in  its  current  form  is 
losing  its  funding,  as  the  administration  would  propose,  then  I 
think  that  we  have  our  work  cut  out  for  us. 

The  proposals  that  we  have  developed  in  close  cooperation  with 
both  national  and  grassroots  organizations  representing  low  income 
people  would  do  the  following  five  thitigs. 

First,  it  would  establish  clear  and  tough  anti-displacement  re- 
quirements on  the  use  of  CDBG  funds. 

Second,  it  would  re-establish  the  application  and  review  require- 
ments which  governed  this  program  prior  to  the  Gramm-Latta 
Budget  Reconciliation  Act  of  1982.  I  would  remind  you  that  at  that 
time,  we  had  a  review  and  application  process  that  involved  HUD 
extensively  in  working  with  localities  and  developing  their  pro- 
grams and  plans.  It  was  a  svstem  that  nobody  seemed  to  feel 
needed  to  be  fixed,  except  for  the  incoming  Republican  administra- 
tion. 

It  has  been  done  away  with,  to  the  great  detriment  of  citizen  par- 
ticipation and  other  priorities  that  we  think  are  important  at  the 
local  level. 

We  urge  you  in  this  bill  to  consider  re-establishing  that  applica- 
tion and  review  process  which  was  on  the  books  for  4  years  prior  to 
the  Gramm-Latta  amendment. 

Third,  we  ur^e  you  to  re-establish  the  citizen  participation  re- 
quirements which  applied  to  the  program  prior  to  1982.  Again, 
these  are  program  priorities,  program  requirements  that  are  not 
being  invented  out  of  whole  cloth.  They  would  simply  return  to  a 
program  operation  that  people  were  comfortable  with  prior  to  1982. 

Fourth,  we  would  urge  you  to  require  erantees  to  establish  and 
prepare  economic  development  plans,  much  along  the  lines  of  hous- 
ing assistance  plans,  that  would  require  communities  to  assess  the 
need  for  economic  development  among  low  income  people,  to  lav 
out  a  plan  and  a  program  for  addressing  these  needs  through 
CDBG  spending.  Many  of  our  members  have  found  that  often,  lo- 
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cally  funded  economic  development  activity  is  an  untargeted  subsi- 
dy for  downtown  development.  They  very  much  support  the  use  of 
these  funds  for  economic  development.  More  than  anybody  else» 
perhaps,  low  income  residents  understand  the  need  for  job  opportu- 
nity, for  commercial  business  opportunity,  and  for  a  healthy  func- 
tioning community. 

Too  often,  these  same  residents  find  that  city  economic  develop- 
ment spending  bears  little  or  no  relation  to  those  needs.  We  urge 
you  to  impose  an  economic  development  plan  that  would  simply  re- 
quire jurisdictions  to  undertake  this  kind  of  planning  and  demon- 
strate in  their  applications  how  they  plan  to  meet  these  lower 
income  needs  through  their  economic  development  spending. 

Finally,  we  propose  that  you  require  the  targeting  of  the  Commu- 
nity Development  Block  Grant  Program  to  encompass  100  percent 
of  the  funds  and  require  them  to  be  used  to  principally  benefit  low 
and  moderate  income  people  through  a  variety  of  different  eligible 
activities.  Within  that  100  percent  targeting,  we  suggest  and  urge 
that  you  adopt  a  floor  of  at  least  51  percent  of  the  funds  which 
would  have  to  be  spent  on  very  low  income  households,  those  with 
incomes  below  50  percent  of  the  area  median. 

Again,  our  community  groups  find  again  and  again  that  at  the 
local  level,  it's  extremely  difflcult  to  force  spending  on  very  low 
income  community  development  communities.  There  is  a  bias  and 
a  tendency  to  move  towards  higher  income  neighborhoods.  They're 
easier  to  work  with.  They  have  a  different  mix.  They  don't  present 
the  same  intractable  problems  from  a  city  official's  point  of  view. 

Be  that  as  it  may,  it  was  clearly  the  Congress'  intent  in  passing 
this  legislation  to  provide  benefits  to  low  and  very  low  income  per- 
sons. 

I  would  comment  on  the  administration's  proposal  insofar  as  I 
understand  it,  and  say  that  I  think  you  have  here  developing  some 
very  clear  choices  for  the  committee.  The  administration  is  suggest- 
ing that  this  program  is  inadequately  targeted,  that  it  wishes  to  cut 
back  its  funding  and  in  doing  so,  proposes  to  eliminate  certain 
cities  or  eliminate  whole  census  tracts  and  whole  parts  of  commu- 
nities as  eligible  for  receiving  and  benefiting  from  Federal  spend- 
ing. 

We  think  this  is  a  foolish  approach.  We  think  it's  throwing  the 
baby  out  with  the  bathwater.  But  we  think  that  there  is  an  issue 
here  that  needs  to  be  addressed.  We  think  we  have  proposed  sensi- 
ble, progressive,  workable  solutions  to  the  concerns  our  constitu- 
ents have  brought  to  you  and  we  urge  you  to  consider  them. 

We  have  submitted  to  some  of  you  detailed  white  papers  contain- 
ing all  of  these  recommendations  and  we  will  continue  to  work 
with  you  through  the  mark-up  to  bring  these  amendments  forward. 

Let  me  speak  next  about  the  Community-based  Housing  Supply 
Program. 

In  June  of  1984,  we  came  before  you  with  a  program  and  a  plat- 
form that  had  been  developed  through  extensive  citizen  participa- 
tion throughout  the  country  culminating  in  a  meeting  in  1984  here 
in  Washington.  The  Community-based  Housing  Supply  Program 
was  designed  by  people  in  communities  operating  housing  pro- 
grams, having  experience  with  former  programs,  concerned  about 


Digitized  by  VjOOQ IC 


429 

the  way  in  which  Federal  housing  assistance  was  made  available  in 
communities. 

The  Community-based  Housing  Supply  Program,  as  we  have  de- 
veloped it  and  refined  it»  would  provide  grants  through  State  and 
local  governments  to  be  used  with  nonprofit  development  organiza- 
tions to  develop  housing  that  principally  serves  low  and  moderate 
income  people  for  a  period  of  not  less  than  40  years.  This  program 
would  dovetail  nicely  with  the  new  low  income  tax  credits  that 
were  approved  last  year  in  the  Tax  Reform  Act.  As  you  probably 
know,  that  provision  requires  at  least  10  percent  of  the  credits  to 
be  set  aside  for  use  by  nonprofit  organizations  in  projects  which 
they  sponsor. 

The  Community-based  Housing  Supply  Program  would  be  an  im- 
portant means  by  which  to  ensure  that  nonprofit  housing  organiza- 
tions can  fully  participate  to  the  extent  that  the  Ways  and  Means 
and  Finance  Committees,  and  later,  both  houses  of  Congress,  envi- 
sioned they  would  when  they  passed  this  legislation. 

We  will  be  circulating  to  all  of  you  our  summary  of  this.  We  are 
working  with  a  couple  of  members  both  in  the  House  and  Senate  to 
get  legislation  drafted  that  would  embody  the  community-based 
supply  program  and  look  forward  to  working  with  this  committee 
during  the  mark-up  of  H.R.  4  on  those  issues. 

Finally,  let  me  touch  on  housing  preservation  of  the  existing 
stock  of  subsidized  housing. 

AH  of  the  witnesses  here  today  have  come  to  you  and  said,  this  is 
a  ticking  time  bomb,  a  problem  that  needs  to  be  addressed.  We 
could  not  agree  more.  We  testified,  I  believe,  the  last  time  you  held 
hearings  on  these  bills  with  much  the  same  story.  All  that's 
changed  in  the  last  2  years  is  that  the  problem  has  gotten  worse. 
The  number  of  units  in  jeopardy  has  grown  and  the  number  of 
people  at  risk  of  displacement  from  already  existing  federally  as- 
sisted resources  has  expanded  tremendously. 

We  have  a  number  of  suggestions  right  now  that  we  hope  you 
will  consider  as  you  mark  up  H.R.  4.  You  already  have  some  provi- 
sions in  the  bill  that  we  applaud.  We  have  suggested  some  minor 
changes  to  them  in  our  written  testimony  which  we  hope  you  will 
adopt. 

But  in  addition  to  this,  I  think  more  drastic  steps  are  necessary. 
First,  I  hope  you  will  consider  imposing  a  temporary  moratorium 
on  any  prepayments  of  any  project-based  mortgage  subsidy  pro- 
grams until  you  have  adopted  full  protections  and  full  compensa- 
tion for  tenants  who  would  be  at  risk  for  displacement  through 
such  prepayments.  You  have  put  in  a  right-of-first-refusal  provision 
which  we  think  is  very  useful.  It  will  not  help  if  there  is  no  monev 
available  to  assist  nonprofits  in  purchasing  these  properties.  It  will 
be  no  help  to  a  displaced  tenant  to  know  that  there  was  a  right  of 
first  refusal  offered  that  no  one  could  pick  up. 

YouVe  seen  the  consequences  in  the  Farmer's  Home  Program  of 
imposing  a  moratorium.  Thousands  of  families  who  were  at  risk  of 
being  displaced  are  not  being  displaced.  And  this  committee  is 
working  hard  to  come  up  with  a  solution  that  both  addresses  the 
concerns  of  consumers  and  producers  and  owners  of  this  housing. 
And  I  would  suggest  to  you  that  we  would  not  come  to  a  good 
agreement  on  what  needs  to  be  done  with  the  HUD  housing  until 
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we  impose  a  similar  kind  of  halt  that  forces  people  to  come  to  the 
table. 

Other  solutions  I  would  urge  you  to  consider  as  you  mark  up, 
when  you  have  prepayments  where  contracts  are  lost  in  the  236 
program,  do  not  repeat  the  mistakes  that  were  made  in  the  rent 
supplement  program  when  it  was  shifted  to  section  8.  Do  not  allow 
the  remaining  budget  authority  that's  attached  to  the  section  236 
assistance  contracts  to  lapse,  be  recaptured,  or  terminated  and  re- 
turned to  the  Treasury. 

These  funds  could  be  put  into  a  special  fund  for  the  use  of  pro- 
viding replacement  housing  and  relocation  benefits  for  families 
who  are  displaced  this  way,  and  also  for  providing  additional  fund- 
ing to  support  and  maintain  the  existing  supply  of  housing. 

You  have  already  voted  on  this  money.  It  will  not  really  affect 
the  deficit  one  way  or  another  and  you  won't  get  credit  for  it  in  the 
budget  resolution.  If  you  are  going  to  permit  prepayments  and  are 
going  to  permit  owners  to  walk  away  from  their  commitment  to 
maintain  this  housing  for  low  income  use,  you  should  at  the  very 
least  recapture  and  re-use  the  funds  which  are  allocated  to  pay  for 
the  low  income  subsidies  in  those  projects. 

Finally,  another  area  we  hope  you'll  investigate  is  the  creation  of 
a  national  housing  trust  fund  for  the  specific  purpose  of  financing 
the  long-term  availability  of  existing  housing  commitments  to  low 
income  people. 

Telling  low  income  people  who  are  now  receiving  Federal  assist- 
ance that  their  lives,  their  ability  to  afford  housing,  their  contin- 
ued tenancy,  depends  on  a  legislative  crapshoot  each  year  as  to 
whether  the  Congress  will  in  fact  vote  enough  money  to  both  main- 
tain current  tenants  and  add  new  tenants  to  the  assisted  housing 
inventory  is  a  terrible  dilemma  and  would  be  a  terrible  crime. 

One  way  you  can  get  around  this  is  by  creating  a  specific  fund 
that  would  be  devoted  only  to  making  sure  that  these  contracts 
continue  to  be  financed. 

I  know  you  had  witnesses  yesterday  who  spoke  to  you  about  trust 
funds.  I  know  many  people  have  been  meeting  with  you  about  pos- 
sible revenue  sources. 

I  would  simply  urge  you  when  you  think  about  trust  funds  to  re- 
member the  trust  that  low  income  tenants  have  placed  in  you  as 
their  legislators,  the  people  who  write  this  legislation,  to  not  leave 
them  in  the  lurch  and  not  throw  them  out  in  the  street  because  the 
Congress  comes  to  a  point  where  it  can  no  longer  get  appropria- 
tions to  both  add  new  stock  and  protect  existing  tenants. 

Madame  Chair,  thank  you  very  much  for  your  tolerance  for  my 
rather  lengthy  statement.  I'll  be  happy  to  answer  questions. 

[The  prepared  statement  of  Mr.  Zigas  can  be  found  in  the  appen- 
dix.] 

Ms.  Kaptur  (presiding):  Thank  you  very  much,  Mr.  Zigas.  I  think, 
in  the  interest  of  time,  we  can  save  questions  until  after  the  next 
witness  testifies. 

Before  calling  on  Ms.  Youmans  from  the  National  Housing  Law 
Project,  I  just  wanted  to  welcome  the  Girl  Scout  troop  that  came 
into  the  room. 

Mr.  McKiNNEY.  It's  their  75th  anniversary. 
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Ms.  Kaptur.  That's  right,  75th  anniversary.  I  started  my  career 
as  a  Scout.  And  so  we're  really  happy  to  have  you  here.  We  hope 
you  enjoy  your  time  in  Washington.  We  have  no  idea  where  you're 
from.  I  assume  they  must  be  from — from  Ohio?  Really?  Welcome. 

I'm  from  Ohio,  also.  I'm  from  Toledo,  OH.  We're  very  happy  to 
have  you  here. 

I  wanted  to  call  on  the  next  witness,  from  the  National  Housing 
Law  Project,  Ms.  Roberta  Youmans. 

Thank  you  so  much  for  being  with  us  this  morning. 

STATEMENT  OF  ROBERTA  YOUMANS,  NATIONAL  HOUSING  LAW 

PROJECT 

Ms.  Youmans.  Thank  you,  Madame  Chairman. 

The  Housing  Law  Project,  on  behalf  of  its  very  low  income  cli- 
ents in  need  of  or  presently  residing  in  federally  assisted  housing, 
appreciates  the  opportunity  to  testify  before  you.  We'd  like  to 
submit  a  supplemental  statement  for  the  record  within  the  time 
frame,  if  that  s  all  right. 

As  in  1985,  when  we  came  before  you,  we  reaffirm  our  views  that 
it's  essential  that  Congress  continue  to  add  to  the  affordable  hous- 
ing stock,  essential  that  the  housing  stock  we  currently  have  be 
preserved,  that  the  housing  we  provide  to  low  income  families  be 
affordable  to  them,  that  the  rights  of  federally  subsidized  tenants 
be  preserved  and  strengthened,  and  that  all  attempts  be  made  to 
prevent  homelessness  before  it  occurs. 

The  committee  is  to  be  commended  for  dramatically  increasing 
the  amount  of  budget  authority  in  H.R.  4.  Compared  to  the  funds 
proposed  by  the  administration,  this  bill  provides  funding  for  subsi- 
dized units  for  the  elderly,  for  families,  as  well  as  some  existing 
certificates.  The  administration  proposes  a  voucher  program,  which 
in  many  markets  will  not  work. 

We  find  that  in  many  markets,  there  is  a  critical  need  for  an  af- 
fordable housing  supply.  Yet,  section  213  of  this  bill  proposes  to 
limit  the  development  of  public  housing  unless  certain  conditions 
are  met.  These  provisions  are  a  marked  improvement  over  those 
passed  on  the  floor  of  the  House  last  year.  But  we  think  that  this  is 
not  the  way  to  ensure  that  public  housing  projects  will  be  repaired. 
What's  needed  instead  is  more  money  for  the  repairs  of  those  units. 

It's  hard  enough  to  meet  all  of  the  approvals  for  development  of 
public  housing;  the  committee  shouldn't  make  it  harder. 

On  the  other  hand,  we  do  support  the  committee's  change  in  sec- 
tion 219,  which  would  prevent  the  demolition  of  public  housing 
projects  if  they  could  be  rehabilitated.  At  a  time  when  few  low 
income  housing  units  are  being  added  to  the  stock,  this  seems  a 
logical  policy. 

We  also  support  section  219's  proposal  for  a  one-for-one  replace- 
ment of  units  with  project-based  subsidies. 

Two  years  ago,  when  we  testified  before  you  on  H.R.  1,  we  talked 
about  the  need  for  a  legislative  solution  to  the  problem  of  vacant 
public  housing  units.  We  think  that,  despite  the  fact  that  HUD  has 
promulgated  regulations  to  address  this  issue,  it  would  be  helpful 
to  include  language  which  would  require  housing  authorities  to 
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fully  utilize  all  of  their  units.  The  longer  units  stand  idle»  the 
greater  the  chances  of  vandalism  and  subsequent  demolition. 

We  commend  the  committee  for  including  in  H.R.  4  the  multi- 
family  housing  preservation  provisions  of  section  242  to  245»  as  well 
as  261  through  268.  Both  of  these  sections  will  go  a  long  way 
toward  preserving  and  maintaining  thousands  of  rental  units  that 
were  financed  under  some  of  the  earlier  HUD  insurance  pn^rams. 

These  provisions,  which  were  included  in  H.R.  1,  have  been  revis- 
ited several  times  and  the  latest  version  contains  many  modifica- 
tions suggested  by  the  administration  itself. 

In  our  February  19,  1987  letter  to  your  staff,  we  provided  addi- 
tional clarification,  and  suggestions  on  these  sections  and  would  be 
happy  to  work  with  the  committee  on  further  modifications. 

As  others  have  testified  today,  we  are  now  approaching  the  time 
when  many  multi-family  housing  projects  can  be  prepaid.  For  most 
projects,  this  point  is  reached  20  years  after  the  original  mortgage 
enaorsement.  In  most  markets,  many  low  income  families  will  not 
be  able  to  afford  to  continue  to  live  in  these  units  once  they  are 
prepaid  and  a  possible  increase  in  homelessness  could  occur. 

To  deal  with  this  problem,  we  agree  with  Mr.  Zigas'  statement  in 
which  he  mentioned  a  need  for  a  temporary  moratorium  on  all  pre- 
payments. We  have  other  suggestions  that  we  think  could  be  used 
in  the  long  run  to  address  this  issue  and  would  be  happy  to  work 
with  the  committee  on  those. 

Many  owners  of  projects  assisted  with  project-based  section  8 
contracts  are  also  permitted  to  get  out  of  the  long-term  use  require- 
ments of  the  program.  Some  of  the  earlier  section  8  projects  had 
shorter  contracts  and  many  of  them  are  now  permitted  to  decide  to 
that  they  don't  want  to  remain  in  the  program  any  longer. 

We  think  legislation  is  needed  to  explicitly  require  HUD  to 
adjust  the  fair  market  rents  for  those  programs  to  reflect  what's 
happening  in  the  market  surrounding  those  projects. 

In  addition,  owners  should  be  required  to  give  HUD  prior  notice 
of  their  intentions  to  opt-out  and  HUD  should  be  required  to 
review  the  owner's  reasons  to  determine  if  HUD  itself  could  do 
something  to  encourage  those  owners  to  remain. 

Finally,  we  propose  that  owners  who  refuse  to  renew  these  con- 
tracts be  required  to  sell  their  projects  at  fair  market  value  to 
public  or  private  nonprofit  entities  who  will  stay  in  the  section  8 
program.  This  is  just  one  example  of  the  hemorrhaging  of  the  stock 
and  we  think  that  every  step  along  the  way  should  be  made  to  pre- 
serve those  units. 

Because  of  the  tremendous  unmet  need  for  affordable  rental 
housing  for  very  low  income  families,  we  believe  that  any  home- 
ownership  program  that  utilizes  the  existing  public  housing  stock 
is  a  bad  idea.  While  the  amendments  in  H.R.  4  represent  a  dramat- 
ic improvement  over  the  amendments  that  were  discussed  last 
year,  we  still  oppose  them. 

As  other  witnesses  mentioned,  we  are  quickly  approaching  the 
time  when  thousands  of  low  income  families  may  be  faced  with  dis- 
placement as  their  long-term  subsidies  expire.  To  our  knowledge, 
there's  only  one  category  of  subsidized  housing  in  which  this  will 
happen  this  year.  In  1987  and  1988,  5-year  section  8  loan  manage- 
ment contracts  will  be  coming  due.  In  1987,  we  have  about  6600 
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units  and  in  1988»  about  5000.  And  it's  important  that  language  be 
included  in  this  bill  to  require  additional  budget  authority  to  be 
provided  to  renew  those  contracts,  or  else  budget  authority  appro- 

f>riated  for  other  units  will  be  diverted  to  those  units  or  such  fami- 
ies  will  inevitablv  be  displaced. 

Fd  like  to  applaud  the  committee's  inclusion  of  a  utility  allow- 
ance modification  included  in  H.R.  4,  section  202(cX2).  We  are  find- 
ing that  over  the  years,  housing  authorities  are  not  properly  calcu- 
lating the  utility  allowances  for  their  tenants  and  then  tenants 
that  were  supposed  to  be  paying  30  percent  of  their  income  end  up 
paying  a  lot  more. 

we  commend  the  committee  for  including  this  change. 

The  bill  also  provides  for  an  annual  adjustment  for  the  Voucher 
Program.  As  Congress  is  aware,  one  of  the  primary  reasons  that 
vouchers  are  cheaper  is  because  there  is  not  an  annual  subsidy  ad- 
justment built  into  the  program  similar  to  that  in  the  section  8  ex- 
isting program. 

Currently,  public  housing  authorities  only  have  to  adjust  the  sub- 
sidy payment  twice  during  5  vears  and  that  is  not  even  a  mandated 
requirement.  So  we  applaud  the  committee's  proposal  to  amend 
them  on  an  annual  basis,  which  won't  necessarily  mean  that  ten- 
ants will  only  pay  30  percent  of  their  income,  but  it  will  mean  that 
such  units  may  be  a  bit  more  affordable. 

Now  I'd  like  to  spend  a  little  more  time  than  usual  on  one  provi- 
sion in  H.R.  4  that  we  are  adamantly  opposed  to,  and  that  is  the 
ceiling  rent  provision. 

In  our  testimony  on  H.R.  1,  we  opposed  the  idea  of  ceiling  rents 
for  public  housing  and,  if  anything,  a  deepening  of  the  housing 
crisis  has  caused  us  to  even  more  adamantly  oppose  it  in  this  bill. 
The  same  committee  that  advocates  for  increased  assistance  to  the 
homeless  cannot  in  good  conscience  support  a  provision  which  will, 
in  essence,  keep  upper,  and  I  have  upper  in  quotes,  income  families 
in  public  housing  while  those  with  lower  income  languish  on  wait- 
ing lists. 

Ceiling  rents  benefit  only  the  highest  income  tenants.  There  is 
no  justification  for  charging  a  tenant  with  an  annual  income  of 
$5000,  30  percent  of  his  or  her  income  for  rent  if  higher  income 
tenants  can  pay  15,  20,  25  percent,  which  is  what  this  provision 
would  do. 

In  some  cases,  the  lack  of  ceiling  rents  may  force  upper  income 
families  to  move  out  of  public  housing  projects.  However,  those  ten- 
ants have  more  money  at  their  disposal  and  should  be  able  to  find 
housing  on  the  private  market  easier  than  those  with  incomes 
below  50  percent  of  the  median. 

There  is  another  provision  in  H.R.  4  that  would  also  limit  the 
amount  of  subsidized  housing  that  is  available  to  the  very  low 
income,  and  this  is  section  z03.  This  provision  would  have  the 
effect  of  reducing  the  overall  percentage  of  units  available  to  fami- 
lies below  50  percent  of  the  median. 

Under  current  law,  many  owners  of  subsidized  housing  projects, 
as  well  as  housing  authorities,  may  bypass  families  with  very  low 
or  no  incomes  in  favor  of  those  with  higher  earnings.  In  fact,  in 
one  case  in  Rhode  Island,  an  AFDC  mother  was  number  one  on  the 
section  8  waiting  list  for  a  particular  project  for  5  years.  Every 
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That  only  further  adds  to  the  poor  morale  among  the  authority. 
It  makes  the  authority  look  bad.  It  then  becomes  even  more  so  the 
housing  of  last  resort. 

And  rd  like  to  make  another  comment  which  people  tend  to 
ignore.  Maybe  you  don't,  but  others  do. 

When  a  housing  authority  is  in  trouble,  when  it's  being  beaten 
by  everybody,  when  it  becomes  the  housing  of  last  resort,  it  also 
becomes  the  employer  of  last  resort.  You  then  have  poor  staff 
morale.  You  cannot  attract  middle  management.  You  cannot  at- 
tract professional  management.  And  you  can't  even  attract  any 
kind  of  employees  that  are  willing  to  work. 

Now  some  people  think  that  tenant  management  may  be  a  solu- 
tion to  this  in  a  very  few,  selective  instances  where  you  have  really 
dramatic  and  dynamic  leadership  available.  But  in  over  2000  hous- 
ing authorities  in  the  country,  that  isn't  possible.  So  everything 
should  be  done  to  improve  the  image  of  the  authority. 

I  mean,  Chrysler  couldn't  sell  its  cars  because  they  had  a  bad 
imase.  Now  they've  got  a  good  image.  I  don't  think  their  cars  are 
really  very  much  better.  I  have  one.  But  I  think  their  image  has 
improved,  and  that  has  helped  the  company  to  the  point  where 
thOT  can  buy  up  another  company. 

TTiis  vacant  housing  that  you  talked  about  is  a  millstone  around 
the  public  housing's  program.  We  should  either  do  away  with  it 
and  bite  that  bullet  or,  in  many  cases,  do  the  things  that  I  suggest- 
ed— build  it  back  up,  improve  it,  make  it  a  magnet  project,  spend 
the  money.  And  I  think  at  that  point  you  will  find  that  people  are 
willing  to  live  in  it. 

And  I  want  to  reiterate — Roberta,  I'm  sorry  to  say  it — that  if  vou 
have  economic  integration,  you  have  more  attraction  to  the  public 
housing  program. 

That  was  a  long-winded  answer.  I'm  sorry. 

Ms.  Kaptur.  Well,  I  appreciate  it  very  much  for  a  housing  pro- 
fessional to  admit  that  there  might  be  some  vacant  units  out  there 
that  people  choose  not  to  live  in.  I  appreciate  that  honesty. 

I  wanted  to  call  on  our  leader  here,  from  the  ranking  Member  on 
the  minority  side,  Mr.  McKinney,  a  reknowned  housing  expert, 
who  tells  me  that  he's  up  to  his  ears  in  trying  to  deal  with  some  of 
these  troubled  areas  in  his  own  home  State. 

Stu,  do  you  have  any  questions? 

Mr.  McKinney.  Well,  thank  you,  Madame  Chairman.  Probablv 
more  comments.  I  can  tell  Ms.  Youmans,  although  I  agree  with 
her,  is  not  in  politics  when  she  brings  up  214.  Something  does  have 
to  be  done  about  it,  but  let  me  tell  you,  it's  a  political  bombshell, 
particularly  in  a  blue  collar,  hard  working  city  such  as  Bridgeport, 
CT,  down  the  road  a  little  from  New  York. 

I  was  amazedy  Mr.  Simon,  when  I  went  to  see  the  Nehemiah 
project  and  spent  some  time  there.  Now  I'm  trying  to  get  some  of 
my  own  mayors  to  go  and  take  a  look  at  it. 

How  many  of  those  people  came  out  of  public  housing? 

Mr.  Simon.  Forty  percent. 

Mr.  McKinney.  And  by  the  mere  acquisition  of  a  place  of  their 
own,  they  freed  up  enormous  amounts  of  apartments  for  other 
people.  I  was  also  interested  in  my  chairperson's  comments  about 
vacant  units.  We  don't  have  any  vacant  units  in  Fairfield  county. 
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unless  they're  destroyed.  I  mean,  if  they've  got  cold  water  that 
drips  out  of  the  faucet,  somebody  will  live  in  them.  Our  average 
rents  are  outrageous.  My  daughter  was  living  in  a  second  floor 
walk-up  with  her  child,  she's  divorced,  and  was  paying  $795.00  a 
month,  plus  utilities.  I  mean,  it's  boggling. 

I  tried  a  little  experiment.  I  don't  know  what  I  can  do  to  get 
HUD  to  do  something  about  Father  Panik  Village:  it's  a  disaster. 
James  Baugh  of  HUD  has  called  it  the  worst  housing  development 
of  its  t3rpe  he's  seen  in  the  northeast. 

In  fact,  we  just  got  the  biggest  Federal  housing  grant  in  the 
whole  United  States  last  year  to  try  and  do  something  about  it 
And  now  I'm  having  trouble  getting  the  tenants  to  believe  it  be- 
cause they  don't  trust  anybody.  I  can't  say  as  I  blame  them. 

We  chased  what  we  called  vacancies  for  a  few  years  and  we 
found  out  that  if,  say,  Unit  A  was  empty,  the  windows  were  usually 
gone  within  about  a  day  and  a  half,  so  that  Unit  B  got  wet,  which 
was  occupied.  And  I  pleaded  with  my  housing  authorities,  which 
are  badly  run,  that  the  minute  an  apartment  gets  vacant,  to  move 
in  a  housing  authority  policeman  with  a  bed  and  a  television  set 
and  put  him  there  because  if  you  don't,  within  4  days,  the  fuse 
boxes  are  gone,  the  stoves  are  gone,  the  apartment  is  trashed,  the 
toilets  are  gone,  and  the  whole  place  disappears.  And  therefore, 
you  have  lost  a  real  vacancy.  You  have  created  a  major  rehab  va- 
cancy. 

So  you  put  plywood  over  the  windows  to  try  and  keep  the  weath- 
er out,  and  who  wants  to  walk  into  a  building  with  plywood  on 
about  three  out  of  fifteen  windows?  Nobody  that  I  know  in  their 
right  mind. 

Do  you  think  we  should  legislate  something  that's  going  to  make 
HUD  decide  to  set  regulatory  process  and  tell  these  housing  au- 
thorities they've  got  to  do  something  about  these  vacancies? 

They  tell  me,  Stewart,  we  don't  even  know  that  they've  left.  I 
said,  well,  you've  only  got  1195  apartments  and  it  could  be  difficult, 
but  you  can  certainly  tell  because  the  neighbors  know.  You've  got  a 
building  captain.  And  do  you  think  we  should  legislate  something 
about  these  vacancies,  because  the  line  in  Bridgeport,  by  the  way, 
is  about  as  long  as  it  is  in  New  York. 

Mr.  Simon.  Who  are  you  asking? 

Mr.  McKiNNEY.  You,  Mr.  Simon,  because  nobody  knows  better 
after  your  experience  in  New  York  what  you  do  about  this  mess. 

Mr.  Simon.  I  don't  know  about  when  a  vacant  apartment  be- 
comes vacant  and  it's  vandalized  the  next  day.  But  I  do  know  that 
one  of  the  major  differences  in  New  York  has  been  the  fact  that 
money  is  available  for  security.  If  you  have  a  security  force,  by  the 
way,  that  knows  its  tenants — not  the  city  police  that  knows  every- 
body— but  if  your  security  force  is  located  in  the  development,  or  a 
number  of  developments,  they  know  their  tenants,  they  know  the 
trouble-makers,  they  know  the  good  people,  they  can  relate  to  the 
familites — and  that  deals,  frankly,  with  the  fact  that  the  security 
force,  to  some  extent,  may  have  to  reflect,  without  setting  quotas, 
now,  the  population,  you  will  find  that  the  vandalism  will  decrease 
and  that  the  condition  that  you  have  won't  exist  and  that  these 
vandals  may  take  their  business  some  other  place. 
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You  may  not  want  them  where  they're  taking  their  business  to, 
by  the  way.  We  found  that  out.  They  took  the  business  from  the 
public  housing  when  we  got  tough  with  them  in  certain  areas  and 
they  went  to  the  private  sector.  But  that's  another  story. 

But  I  think  HUD  has  been  negligent  and,  to  some  extent,  I  guess, 
the  Congress,  in  not  recognizing  the  fact  that  if  you  put  all  this 
money  and  all  these  subsidies  into  these  developments  which,  by 
and  large,  house  frequently  troubled  families  in  difficult  areas,  and 
you  dorr  t  provide  security,  you're  wasting  your  money. 

Some  of  us  have  said  this  for  many  more  years  than  we'd  like  to 
admit  to.  But  I  can  see  all  the  protection  you're  giving  the  govern- 
ment buildings  in  the  city.  If  you  didn't  have  these  various  people 
around,  they  ride  around  in  cars  that  to  me  look  like  taxis,  by  the 
way,  but  in  these  automobiles,  in  this  security,  I  don't  think  your 
buildings  would  look  as  good  as  they  do. 

And  I  think  if  you  did  the  same  thing  for  public  housing  where 
it's  needed,  not  in  some  city  out  west  where  everything  is  calm  and 
quiet,  but  in  the  cities  that  you're  talking  about,  you  would  save 
enormous  amounts  of  money  and  that  expenditures  would  be 
repaid,  I  guarantee  you,  in  less  than  5  years. 

And  tenant  morale  would  improve.  And  when  tenants'  morale 
improves,  crime  decreases,  the  rent  collection  is  better,  and  the 
evictions  that  we  are  all  so  concerned  about  can  be  sharply  re- 
duced. 

Mr.  McKiNNEY.  And  though  I  don't  know  whether  it  was  a  prob- 
lem in  New  York,  our  enormous  problem  has  become  what  I  call 
euphemistically  double  occupancy.  Good  security  would  stop  that 
right  away,  too,  because  most  of  your  double  occupants  are  drug 
dealers  when  they're  not  sleeping. 

Mr.  Simon.  Not  in  New  York,  sir.  I  want  to  say  that.  In  New 
York,  the  doubled  up  is  simply  a  prevention  for  the  homelessness. 
Approximately,  of  the  180,000  public  housing  apartments  in  New 
York,  the  occupancy  now  is  probably  at  about  240,000.  Many 
projects  are  doubled  up  and  tripled  up,  not  by  any  people  who  are 
necessarily  illegal  in  any  way.  They  simply  have  no  place  to  live. 
And  if  they  didn't  live  doubled  up,  they  would  live  in  the  street. 
And  it's  a  policy  of  the  mayor  and  the  housing  authority,  and  has 
been,  not  to  take  action  against  them  because  you'd  increase  the 
homeless  problem. 

But  you  know  what  it  does  to  the  elevators  and  to  the  equipment 
and  to  the  infrastructure  of  having  25  and  30  percent  more  families 
living  in  the  development.  And,  of  course,  it  makes  the  program 
look  bad  and  it  just  tears  up  the  grounds  and  the  services  and  ev- 
erybody says,  oh,  that's  public  housing.  But  if  it  wasn't  for  the  dou- 
blmg  up,  you'd  have  another  50,000,  60,000  or  70,000  homeless  in 
New  York,  and  God  knows  there  are  enough  now. 

Mr.  McKiNNEY.  Mr.  Zigas,  I'm  going  to  sort  of  ask  you  this  one, 
and  anybody  else  can  comment  on  it. 

I've  been  on  a  crusade  which  makes  me  about  as  popular  as  the 
plague  in  most  of  my  towns,  middle  class,  low  middle  class,  and 
public  housing. 

Is  there  something  that  Congress  should  do  to  get  American 
cities  to  act  as  responsibly  as  New  York  has  with  the  land  for  Ne- 
hemiah?  Hartford,  CT  has  been  with  condemned  and  vacant  lots. 
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Boston  has  available  land  as  do  other  cities.  But  I  can't  do  a 
thing — I  can  build  a  townhouse  for  $40,000,  but  I  can't  put  it  on  a 
$70,000  building  lot.  And  with  the  compaction  of  success  which  has 
left  many  behind  which  is  why  some  of  us  were  out  on  grates  the 
other  night,  the  land  demands  are  extremely  expensive.  And  yet, 
our  cities  are  sitting  on  empty  schools,  tax-condemned  land,  aban- 
doned factory  lots,  and  et  cetera. 

Is  there  an3rthing  we  should  be  doing  here  which  says,  in  essence, 
I  know  it's  a  tough  decision,  but  if  you  want  Federal  money  to 
house  your  citizens,  you're  going  to  have  to  do  something  to  supply 
us  with  the  land.  And  you,  the  State  of  Connecticut,  are  going  to 
have  to  stop  charging  a  1V2  percent  sales  tax  on  building  materials, 
stuff  of  that  sort. 

What  do  you  think? 

Mr.  ZiGAS.  Well,  Mr.  McKinney,  I  think  there's  no  question  that 
one  of  the  things  we've  seen  in  the  last  10  years  is  that  when  local 
governments  alone  are  left  to  make  this  decision,  particularly  in  af- 
fluent communities,  they  choose  not  to  make  it.  And  one  thing  I 
would  suggest  to  you  is  that  experience  showed  that  in  a  Conmiuni- 
ty  Development  Block  Grant  Program,  when  there  were  still 
stronger  targeting  regulations,  when  there  was  an  application  and 
review  process,  when  HUD  more  aggressively  had  a  mandate  and 
undertook  a  mandate  to  deny  community  development  funds,  the 
communities  that  refused  to  do  anything  affirmative  to  address 
their  housing  problems,  we  saw  a  lot  more  cooperation  among  re- 
calcitrant jurisdictions  in  this  committee's  jurisdiction. 

Mr.  McKinney.  Well,  Norwalk,  Connecticut  got  denied  its  CDBG 
over  fair  housing  and  you  should  have  seen  the  city  council  nm 
around  in  little  concentric  circles  over  that  situation. 

Mr.  ZiGAS.  Well,  I  think  this  committee  has  within  its  jurisdic- 
tion legislative  authority  to  impose  certain  kinds  of  requirements 
on  the  CD  program  that  would  motivate  communities  to  do  more 
than  they  might  otherwise.  I  think  in  other  instances,  nothing 
short  of  judicial  intervention  is  going  to  suffice. 

New  Jersey  for  years  struggled  with  this  question  of  how  to  pro- 
vide affordable  housing  in  its  communities  and  finally,  through  the 
Mount  Laurel  decisions,  now  has — I  guess  Mr.  Schwartz  was  here 
yesterday  and  probably  talked  somewhat  about  that — a  tremen- 
dously aggressive  program  where  if  the  cities  themselves  won't  do 
it,  the  State  agency  goes  in  and  does  it  for  them. 

Mr.  McKinney.  Well,  I  simply  could  not  describe  to  you  the  east 
side  of  Bridgeport,  so  I'll  try  not  to.  But  I'll  say  that  I  hired  only 
my  second  press  secretory  about  6  years  ago.  She  worked  for  The 
Washington  Stor  when  it  was  still  around.  I  took  her  up  to  bucolic 
Connecticut  and  she  saw  Greenwich  and  Stanford  and  Fairfield 
and  she  said,  wow.  And  then  I  took  her  down  east  Main  Street  and 
she  said,  Jesus,  it's  worse  than  Detroit. 

And  it  is.  And  yet,  you  know  what's  happened?  The  city,  in  its 
astute  wisdom  has  put  a  Jai  Alai  front  on  there.  And  on  top  of 
that,  now  you  have  dreams  of  Donald  Schaefer's  Baltimore  Harbor 
Project  daiicing  like  sugar  plums  in  different  developer's  minds. 
There's  a  new  development  that  is  going  to  be  called  Harbor  Point, 
which  is  going  to  surround  this  enormous  public  housing  area  and 
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which  has  taken  the  land  values  of  burned-out  Berlin,  which  is 
what  the  east  side  resembles,  up  by  over  85  percent  in  2  years. 

It's  all  speculative,  but  it  absolutely  locks  up  the  housing  market 
if  the  city  doesn't  give  us  what  land  they  have  already  condemned 
in  "burned-out  Berlin*'  taken  for  tax  foreclosure. 

I  think  we  should  do  something  to  make  these  cities  realize  that 
they  must  cooperate  like  New  York.  My  God,  New  York  gives  away 
more  land  than  any  place,  and  they've  got  more  land  to  give  away. 
I'm  always  fascinated  that  you  can  go  down  to  86th  Street  and  rent 
a  studio  for  $1600  a  month  and  then  drive  about  35  blocks  and  turn 
right  and  you  are  looking  at  fake  windows. 

It's  a  real  problem  and  I  don't  know  whether  vou  people  have 
ever  given  any  thought  to  some  kind  of  a  whiphand  over  these 
cities  if  they  apply  for  money. 

Ms.  YouMANS.  I  think  that  this  is  what  the  "Homeless  Persons 
Survival  Act"  is  attempting  to  do.  Those  sections  that  Barry  talked 
about,  I'm  not  sure  you  were  here  for  that,  would  amend  the  CDBG 
Program  to  say,  if  you  get  money  under  this  program,  you  must 
develope  ordinances  that  make  vacant  properties  available,  either 
to  shelter  providers,  low  income  renters  or  for  home  ownership  pro- 

grams,  and  that  you  must  have  ordinances  to  preserve  your  rental 
ousing  stock  and  your  SROs. 

I  think  there  could  be  some  language  incorporated  into  these 
Federal  statutes  to  say  what  you  want  to  say.  It's  not  going  to  be 
popular,  as  one  can  imagine,  with  localities  that  would  prefer  to  re- 
ceive CDBG  funds  unencumbered.  But  if  Congress  is  giving  them 
the  money  and  they're  talking  about  how  horrible  homelessness  is 
they  too,  must  do  their  part.  Section  8  subsidies  or  vouchers  won't 
work  either  if  the  Federal  Government,  the  States  and  localities 
don't  work  to  increase  and  preserve  the  supplv. 

So  I  think  we  can  do  it,  but  it's  going  to  be  hard. 

Mr.  McKiNNEY.  Beautiful  words  falling  on  willing  ears.  It's 
funny  because  let's  forget  the  poor  and  the  homeless  for  a  minute 
and  think  of  the  rich  suburban  community,  Westport,  CT.  Lovely 
town.  Median  income— $42,000  per  home. 

OK.  All  upset.  Everybody's  upset.  They  want  me  to  supply  sec- 
tion 202  or  whatever  for  the  elderly,  to  take  care  of  mother.  I  went 
in  front  of  the  loving  board  about  this.  A  building  lot  on  Long 
Island  Sound  in  Westport,  by  the  wav,  a  building  lot,  nothing 
there,  probably  not  even  a  sewer,  is  $1.75  million  and  that's  the 
cheapest  one  we  have  for  sale. 

I  went  in  front  of  the  town  board  of  reps  and  suggested  750- 
square  foot  grandparents'  apartments  which  could  be  rented  either 
to  young  people,  my  children,  or  rented  to  old  people  that  paid  the 
taxes  for  the  last  50  years  in  the  town.  At  750-square  feet,  I  cer- 
tainly realized  it  wasn't  going  to  fill  up  with  children,  plus  the  fact 
that  the  town  has  two-acre  zoning,  so  who's  going  to  know? 

How  many  votes  do  you  suppose  I  got  out  of  76  people,  most  of 
whom  have  been  on  mv  case  about  getting  them  seniors  housing? 

One.  One  vote.  One  lady  voted  with  me.  The  other  75  turned  it 
down.  And  that's  a  real  problem.  I  would  like  to  be  able  to  turn 
around  to  my  town — this  is  political  death,  you  know.  Commit  sui- 
cide, McKinney.  I'd  like  to  turn  around  and  say,  you  want  senior 
help  from  the  Federal  Government?  You've  got  to  have  mother-in- 
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law  apartments  and  your  two-acre  zoning.  But  I  don't  have  much 
support,  Mr.  Chairman. 

Chairman  Gonzalez.  Well,  are  they  registered  to  vote? 

Mr.  McKiNNEY.  They  are.  They  really  are  registered  in  that 
town. 

Chairman  Gonzalez.  Then  you've  got  a  problem. 

Mr.  McKiNNEY.  OK.  Thank  you  very  much,  all  of  you.  You're  a 
good  panel. 

Chairman  Gonzalez.  Thank  you,  Mr.  McKinney,  as  always. 

Mr.  McCoUum,  do  you  have  a  statement  or  question? 

Mr.  McCollum.  Not  at  this  point.  I  came  in  late.  I  apologize  to 
the  panel.  It's  just  not  fair  of  me  to  ask  questions,  Mr.  Chairman. 

Chairman  Gonzalez.  Well,  I'm  in  the  same  position.  I  wanted  to 
apologize  because  I  had  to  appear  before  a  subcommittee  on  the 
armed  services  on  a  matter  that  has  very  important  consequences 
in  my  own  district.  I  wanted  to  apologize  to  the  three  witnesses. 

I  have  had  an  opportunity,  though,  to  read  your  testimony  and, 
as  always,  it's  been  a  very  valuable  help  to  us  in  the  course  of 
these  hearings  on  H.R.  4. 

I  know  that  both  Mr.  Simon,  Mr.  Zigas,  Ms.  Youmans  have 
helped  on  our  last  authorization  bill  in  1985 — H.R.  1,  the  1985 
housing  authorization  and  community  development  authorization. 

Frankly,  you've  done  more  than  what  we  had  anticipated.  I  don't 
have  any  particular  questions  that  have  not  already  been  asked. 
And  I  don't  want  to  keep  you  here  listening  to  my  views  because 
we  coincide. 

I  wanted  to  thank  you  very  much,  Mr.  Zigas,  Mr.  Simon,  Ms. 
Youmans.  We  will  continue  to  work  together.  We  are  very  optimis- 
tic this  year  with  a  general  comprehensive  authorization  bill.  But 
it's  been  your  support  and  your  help  and  your  input  that  has  made 
it  possible  for  us  to  sustain,  even  though  it's  been  sort  of  a  rear 
guard  fight  over  the  last  few  years.  I  think  now,  because  of  your 
help,  we're  in  a  position  to  progress  pretty  quickly. 

We  hope  to  go  into  mark  up  by  the  end  of  this  month  and  hope- 
fully have  House  action  in  April  and  have  the  bill  out  of  the  House 
in  April. 

So  thank  you  very  much. 

The  subcommittee  will  stand  recessed  until  2:00  p.m.  this  after- 
noon. I  want  to  remind  the  Members  that  we'll  be  having  witnesses 
from  the  home  builders,  realtors,  and  mortgage  bankers  association 
this  afternoon.  It's  an  important  hearing,  and  it  will  be  at  2. 

If  it's  at  all  humanly  possible,  I  would  urge  you  very  much  to  be 
here. 

[Whereupon,  at  12:07  p.m.,  the  subcommittee  recessed,  to  recon- 
vene at  2  p.m.  of  the  same  day.] 

AFTERNOON  SESSION 

Chairman  Gonzalez.  The  subcommittee  will  come  to  order  and 
we'll  resume  hearing. 

I  had  three  accredited  members  of  this  committee  in  tow,  and  I 
thought  I  was  going  to  bring  them  with  me  and  I  lost  them  in  the 
elevator.  But  I  have  a  solemn  oath  from  each  that  they'll  be  here 
in  a  few  minutes.  There's  some  kind  of  an  impromtu  meeting  with 
the  assistant  secretary  of  the  Treasury  and  I  just  wanted  to  alert 
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you  gentlemen  that  we'll  have  some  Members  here  from  the  sub- 
committee. 

The  Chair  asks  that  we  be  forgiven  and  I  apologize  duly  for  being 
late.  But  I  really  did  have  three  members  and  it  was  my  hope  that 
we  could  start  off  with  at  least  four  present.  But  we'll  have  that 
many  before  too  long. 

The  panel  this  afternoon  I  believe  is  one  of  the  most  distin- 
guished we've  had.  And  in  the  past,  the  representatives  of  the  very 
important  national  organizations  here  today  have  been  indispensa- 
ble in  at  least  holding  some  kind  of  a  lifeline  on  some  of  our  hous- 
ing programs. 

So  I  wish  to  express  the  gratitude  of  this  subcommittee  and 
begin — if  there's  no  objection,  I  will  try  to  recognize  the  witnesses 
in  the  order  that  we  have  them  listed  here,  unless  one  of  you  has 
some  problems  with  scheduling,  or  the  like.  If  not,  we  have  listed 
Mr.  Dale  Stuard,  the  first  vice  president.  National  Association  of 
Home  Builders.  And  if  it's  otherwise  OK  with  you,  why,  we'll  start 
with  you  and  then  just  proceed  counter-clockwise. 

STATEMENT  OF  DALE  STUARD,  FIRST  VICE  PRESIDENT, 
NATIONAL  ASSOCIATION  OF  HOME  BUILDERS 

Mr.  Stuard.  Thank  you,  Mr.  Chairman.  My  name  is  Dale  Stuard. 
I've  been  a  builder  for  35  years.  And  I'm  the  first  vice  president  of 
the  National  Association  of  Home  Builders. 

We  commend  vou,  Mr.  Chairman,  for  moving  rapidly  to  consider 
this  housing  bill,  the  first  housing  bill  to  be  enacted  on  its  own 
merits  in  6  years.  We  realize  this  bill  represents  unfinished  busi- 
ness from  the  99th  Congress.  But  that  certainly  was  not  due  to 
your  lack  of  trjdng.  To  paraphrase  Shakespeare:  'Three  times  did 
you  present  them,  the  housing  bill,  which  they  three  times  re- 
fused." [Laughter.] 

We  once  again  offer  you  our  general  support  on  this  legislation. 
Specifically,  I  would  like  to  address  some  of  the  issues  which  con- 
cern NAHB. 

First,  we  strongly  support  the  prohibition  on  new  or  increased 
user  fees  on  mortgage  credit  programs  contained  in  H.R.  4.  The  ad- 
ministration's attempt  to  increase  GNMA  fees  ignore  the  prohibi- 
tion contained  in  the  House  and  Senate  versions  of  last  year's 
housing  bill.  Mr.  Chairman,  the  proposal  to  increase  the  FHA  fee 
on  July  1st  shows  that  some  in  the  administration  have  not  yet 
learned  this  lesson. 

These  proposals  are  part  of  a  larger  effort  to  reduce  Federal  in- 
volvement in  essential  credit  activities,  which  would  only  increase 
housing  costs  for  homebuyers  at  the  lower  end  of  the  market. 

We  believe  the  administration's  other  proposals  to  restrict  FHA 
should  be  ignored. 

For  example,  the  FHA  Investor  Loan  Program  is  of  great  impor- 
tance to  renters  and  builders  alike.  The  Census  Bureau  reports 
that  30  percent  of  all  renters  live  in  single-family  housing.  The  pro- 
gram also  provides  builders  with  an  important  tool  for  inventory 
control. 

A  recent  HUD  report  shows  that  private  mortgage  insurers  have 
virtually  abandoned  the  investor  segment  of  this  market.  If  FHA 
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were  to  withdraw  from  this  market,  private  insurers  would  not 
meet  the  need.  We  urge  this  committee  to  extend  the  investor  loan 
program  as  part  of  the  overall  extension  of  FHA. 

Tliis  subcommittee  shared  our  frustration  as  FHA's  insuring  au- 
thority was  allowed  to  expire  six  times  in  1986.  Mr.  Chairman,  the 
market  place  will  not  tolerate  such  delays  and  homebuyers  deserve 
better  treatment  from  C!ongress. 

For  this  reason,  we  support  permanent  extension  of  the  FHA  in- 
suring authority  as  proposed  by  the  distinguished  ranking  Member 
of  this  committee.  Representative  Wylie,  and  Representative 
AuCoin  of  Oregon. 

Mr.  Chairman,  we  also  urge  you  to  increase  the  FHA  single- 
family  mortgage  limits.  The  FHA  base  of  $67,500  has  not  been  ad- 
justed since  1979  and  we  believe  increasing  the  limit  and  making 
adjustments  in  high  cost  areas  should  be  dealt  with  this  year. 

Mr.  Chairman,  we  support  your  efforts  to  provide  responsible 
levels  of  funding  for  the  Farmers  Home  Administration  s  rural 
housing  programs.  The  Congressional  Research  Service  projects  a 
housing  shortfall  in  rural  housing  of  375,000  units  between  1986 
and  1990.  The  vouchers  proposed  by  the  administration  will  not  ad- 
dress this  need,  nor  will  they  alleviate  the  problem  of  a  lack  of  ade- 
quate housing  in  many  rural  areas. 

We  also  oppose  legislation  which  would  retroactively  eliminate  a 
borrower's  contractual  right  to  prepay  rural  section  515  multi- 
family  loans.  But  we  do  support  efforts  to  encourage  retention  of 
this  vital  housing  in  the  low  income  stock. 

Regarding  manufactured  housing,  the  Manufactured  Home  Con- 
struction and  Safety  Standards  Act  of  1974  provides  HUD  stand- 
ards for  construction,  design  and  performance  of  manufactured 
housing  built  on  permanent  chassis.  The  housing  built  to  these 
standards  is  exempt  from  State  and  local  codes  while  conventional 
housing  must  meet  all  State  and  local  building  codes,  including 
stricter  structural  and  energy  requirements. 

NAHB  strongly  urges  this  committee  not  to  change  the  defini- 
tion of  manufactured  housing  under  the  1974  Act.  If  the  chassis  is 
removed  from  a  manufactured  home,  it  should  not  be  eligible  for 
the  HUD  code  and  should  be  required  to  meet  all  State  and  local 
building  codes,  including  the  higher  energy  and  structural  stand- 
ards required  for  conventionally  built  housing. 

To  remove  the  chassis  of  a  manufactured  home  and  place  it  on  a 
permanent  foundation  may  give  the  outward  appearance  of  a  con- 
ventional home  meeting  all  the  State  and  local  building  codes. 
However,  since  the  structural  and  energy  requirements  are  consid- 
erably less  for  the  houses  built  to  the  HUD  code,  this  has  only 
added  confusion  in  the  market  place. 

We  also  encourage  the  committee  to  examine  closely  the  prob- 
lems Ginnie  Mae  is  experiencing  with  its  manufactured  home  loan 
portfolios.  We  understand  Ginnie  Mae  has  taken  back  three  portfo- 
lios containing  $800  million  and  this  is  expected  to  increase  to  $1.5 
billion  by  the  end  of  1987.  This  could  represent  a  serious  problem 
for  GNMA,  and  we  look  forward  to  working  with  your  subcommit- 
tee staff  to  find  out  what  those  problems  are  and  what  remedies 
may  be  needed. 
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We  also  recognize  the  need  to  address  the  issue  of  preservation  of 
the  assisted  housing  stock,  and  look  forward  to  working  with  you, 
Mr.  Chairman,  and  Representative  Barney  Frank  who  is  develop- 
ing legislation  in  this  area. 

Mr.  Chairman,  a  final  word  on  the  eloquent  testimony  presented 
yesterday  by  Governor  Dukakis  of  Massachusetts.  It  is  heartening 
to  see  that  some  States  have  taken  a  leadership  role  in  developing 
innovative  solutions  to  producing  and  rehabilitating  rental  and 
single-family  housing.  But  it  is  more  gratifying  to  sense  a  renewed 
political  commitment  across  America  for  a  revitalized  Federal  role 
in  housing. 

Mr.  Chairman,  you  have  waged  an  often  lonely  struggle  on 
behalf  of  housing.  But  as  Longfellow  once  wrote:  "All  things  come 
around  to  him  who  will  but  wait." 

Thank  you  for  the  opportunity  to  present  our  views  and  I'll  be 
happy  to  answer  any  questions. 

\The  prepared  statement  of  Mr.  Stuard  can  be  found  in  the  ap- 
pendix.] 

Chairman  Gonzalez.  Thank  you,  Mr.  Stuard.  Fm  deeply  grateful 
and  humbled  at  the  same  time  with  your  words. 

We'll  proceed  with  Mr.  French.  By  that  time,  I'm  sure  we'll  have 
some  other  Members  and  then  we  can  conclude  the  witnesses  and 
have  discussions,  dialogue  and  questions. 

Mr.  French? 

STATEMENT  OF  THOMAS  M.  FRENCH,  JR.,  PRESIDENT, 
MORTGAGE  BANKERS  ASSOCIATION  OF  AMERICA 

Mr.  French.  Thank  you,  sir.  And  my  compliments  to  you.  Dale, 
for  fine  testimony. 

Mr.  Chairman,  and  members  of  the  subcommittee,  whenever 
they  come—  [Laughter.] 

My  name  is  Thomas  M.  French,  Jr.,  and  I'm  chairman  of  the 
board  of  BancBoston  Mortgage  Companies  in  Jacksonville,  FL.  And 
I  also  serve  as  president  of  the  Mortgage  Bankers  Association  of 
America. 

I'd  like  to  stress  two  things  this  afternoon.  The  first  is,  obviously, 
the  urgent  need  for  legislation  to  block  this  administration's  con- 
tinuing attacks  on  the  Federal  mortgage  credit  programs.  The 
second  is  the  need  for  a  cohesive  and  long-term  national  housing 
policy— a  goal,  Mr.  Chairman,  we  all  recognize  you  have  long 
sought. 

Let  me  begin  by  expressing  on  behalf  of  MBA  our  extreme  grati- 
tude for  the  leadership  and  the  swift  action  demonstrated  by  the 
Chairman,  the  Full  Banking  Committee  and  the  Congress  in  the 
successful  effort  culminating  in  the  final  congressional  passage  of 
H.R.  1056  this  past  Tuesday.  We're  all  very  excited  about  that. 

This  bill  will  prevent  Ginnie  Mae  from  imposing  fees  on  its  mort- 
gage-backed securities  program  above  those  actually  needed  to 
keep  the  program  sound  and  healthy.  The  passage  of  this  legisla- 
tion reinforces  congressional  intent  expressed  over  the  past  6  years 
that  it  will  not  stand  for  increased  user  fees  on  the  Federal  mort- 
gage credit  programs.  And  we  believe  this  bodes  well  for  a  strong 
and  resurgent  national  housing  policy. 
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As  mentioned,  MBA  is  deeply  concerned  by  provisions  in  the  ad- 
ministration's Fiscal  Year  1988  budget  proposal  that  call  for  in- 
creased user  fees  and  other  restrictions  on  an  array  of  Federal 
mortgage  credit  programs  operated  by  the  FHA,  VA,  Ginnie  Mae, 
Fannie  Mae,  and  Freddie  Mac.  In  this  regard,  MBA  strongly  sup- 
ports provisions  found  in  H.R.  4  which  prohibit  increases  in  user 
fees  on  these  Federal  programs. 

These,  of  course,  are  not  spending  programs.  MBA  and  its  mem- 
bers have  supported  the  pa3rment  of  adequate  fees  to  cover  oper- 
ational costs  of  all  the  Federal  housing  programs,  except  the  V A, 
which  is  an  entitlement.  Current  fees  are  already  providing  operat- 
ing profits. 

v^Hiat  we  are  talking  about  is  our  alarm  at  the  administration's 
proposals  to  tax  the  Federal  housing  programs  under  the  guise  of 
user  fees  without  any  suggestion  that  the  fees  are  based  on  the 
actual  risks  inherent  in  insuring  or  guaranteeing  the  mortgages  on 
low,  moderate,  and  middle-income  housing.  For  6  years  now,  the 
administration  has  been  tr3dng  to  cripple  or  eliminate  these  self- 
supporting  programs,  and  for  6  years.  Congress  has  said  repeatedly 
no. 

Thus,  the  country,  and  particularly  the  homebuyer,  has  become 
dependent  on  Congress  for  positive  leadership  in  housing  matters. 

As  you  are  aware,  the  Tax  Reform  Act  of  1986  contains  provi- 
sions that  facilitate  the  issuance  of  multiple-class  mortgage-backed 
securities.  MBA  believes  that  this  new  vehicle,  known  as  REMICs, 
will  add  to  the  growth  and  efficiency  of  the  secondary  mortgage 
marketplace. 

The  REMIC  legislation  provides  for  the  full  participation  of 
Fannie  Mae  and  Freddie  Mac,  both  as  issuers  and  in  allowing  their 
securities  to  be  used  as  underlying  collateral.  In  this  regard, 
Fannie  Mae  has  recently  submitted  to  HUD  a  program  description 
whereby  it  would  issue  REMICs  backed  by  conventional  loans. 

In  a  letter  dated  March  5,  1987,  HUD  has  informed  the  commit- 
tee that  it  intends  to  delay  its  decision  on  this  matter  for  still  an- 
other 45  days. 

MBA  strongly  supports  issuing  authority  for  Fannie  Mae  and 
Freddie  MAc  in  REMICs  transactions.  Their  presence  has  not  im- 
peded the  advance  of  private  entities  into  the  secondary  mortgage 
market,  and  their  full  participation  should  not  be  excluded  from 
the  markets  they  have  so  diligently  worked  and  helped  to  develop. 

Furthermore,  their  full  participation  will  add  much-needed  sta- 
bility to  the  REMICs  marketplace  and  will  thus  serve  as  a  continu- 
ing presence  that  investors  may  use  as  a  benchmark  to  judge  pri- 
vate issuances. 

In  addition  to  the  foregoing,  MBA  strongly  supports  inclusion  in 
housing  legislation  provisions  making,  first,  FHA  insuring  author- 
ity permanent. 

I  think  my  associate  on  the  left  pointed  out  earlier  the  problems 
of  the  recurring  lapse  and  we  hope  that  this  debacle  will  not 
return. 

Second,  continuing  authority  to  include  closing  costs  in  the  FHA 
mortgage  amount  calculation. 

Third,  increasing  FHA's  maximum  insurable  mortgage  amount 
to  reflect  increased  housing  costs  over  the  past  8  years. 
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And  finally,  permanently  extending  Fannie  Mae  and  Freddie 
Mac's  authority  to  purchase  second  mortgage  loans. 

On  the  subject  of  national  housing  policy,  MBA  agrees  with  the 
Chairman  that  it  is  time  for  an  in-depth  re-examination  of  this 
country's  national  housing  policies  and  priorities,  particularly  in 
light  of  the  attempts  of  the  current  administration  to  get  the  Fed- 
eral Government  out  of  the  business  of  providing  credit  support  to 
homebuyers,  and  this,  of  course,  is  a  critical  element. 

As  such,  we  have  made  this  for  our  association  a  top  priority; 
that  is,  national  housing  policy.  And  we  thank  you,  Mr.  Chairman, 
for  this  opportunity. 

[The  prepared  statement  of  Mr.  French  can  be  found  in  the  ap- 
pendix.] 

Chairman  Gonzalez.  Thank  you,  Mr.  French,  venr  much  for  the 
emphasis  and  the  manner  in  which  you  succinctly  summarized 
your  statement. 

Td  like  to  say  that  we  usually  offer  a  unanimous  consent,  that 
your  prepared  text  would  be  placed  in  the  record  as  you  gave  it  to 
us,  and  then,  of  course,  the  proceedings  will  reflect  your  summary 
of  your  statement. 

Mr.  Weigand? 

STATEMENT  OF  NESTOR  R  WEIGAND,  JR,  PRESIDENT-ELECT, 
NATIONAL  ASSOCIATION  OF  REALTORS 

Mr.  Weigand.  Yes,  Mr.  Chairman.  I'm  Nestor  Weigand,  Jr.  I'm  a 
realtor  from  Wichita,  KA  and  president-elect  of  the  National  Asso- 
ciation of  Realtors.  And  on  behalf  of  our  772,000  members,  we  ap- 
preciate the  opportunity  of  being  in  front  of  you  and  likewise,  testi- 
fying with  Dale,  Tom  and  Tony. 

Mr.  Chairman,  we're  here  to  express  our  concerns  over  what  ap- 
pears to  be  a  piecemeal  approach  to  dismantling  the  Federal  hous- 
mg  credit  programs.  Specifically,  it  appears  that  the  administra- 
tion is  continuing  its  efforts  to  privatize  these  Federal  programs 
and  thus  reduce  the  Federal  Government's  role  in  housing.  Instead 
of  doing  this  on  a  piecemeal  basis,  the  National  Association  of  Re- 
altors feels  that  Congress  should  develop  a  formal  national  housing 
policy  in  order  to  provide  a  framework  to  address  the  nation's 
housmg  needs. 

As  part  of  the  deficit  reduction  package,  specifically,  the  Presi- 
dent's fiscal  1986  and  1987  budget  proposals  include  user  fee  provi- 
sions affecting  FHA,  VA,  GNMA,  FNMA,  and  FHLMC.  In  most  in- 
stances, these  user  fees  were  not  needed  to  aid  the  financial  stabili- 
ty of  these  programs.  And  more  importantly,  these  proposed  fees 
were  estimated  to  have  a  minimal  effect  on  the  national  deficit. 

These  fees  would  likely  either  increase  the  cost  to  the  homebuyer 
and/or  discourage  its  usage. 

The  bottom  line  is  that  we  see  these  fees  to  represent  nothing 
more  than  a  tax  on  the  homebujring  public  and  we  re  certainly  op- 
posed to  them. 

More  recently,  the  fiscal  1988  budget  proposal  recommends  user 
fee  increases  for  only  FHA  and  VA.  But  the  effect  remains  the 
same,  in  our  judgment.  In  the  administration's  attempt  to  reduce 
the  deficit,  we  question  whether  the  use  of  these  fees  would  result 
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in  revenue  gains  for  the  government.  Instead,  it  appears  more 
likely  that  these  fees  would  reduce  the  use  of  FHA  and  VA  as  ac- 
knowledged by  the  administration  when  it  recently  requested  a  re- 
duction from  $100  billion  to  $70  billion. 

In  other  words,  the  increased  fees  would  likely  net  a  loss  to  the 
government  instead  of  a  gain. 

Now  on  another  issue,  in  1982,  the  Supreme  Court  declared  test- 
ing is  the  law  of  the  land.  The  National  Association  of  Realtors 
fully  supports  this  nation's  fair  housing  laws.  We  also  recognize  the 
use  of  the  enforcement  tool  of  testing  if  the  use  of  such  tools  is 
based  on  reasonable  and  objective  standards. 

And  Mr.  Chairman,  herein  lies  the  basis  of  our  ongoing  concern 
with  the  fair  housing  initiative  program  since  it  was  first  intro- 
duced. We  became  concerned  that  for  the  first  time,  direct  Federal 
funds  would  be  used  to  support  testing  of  real  estate  practitioners 
without  any  safeguards  or  guidelines. 

By  way  of  background,  in  early  1986,  at  the  request  of  House  and 
Senate  banking  committee  leaders,  the  National  Association  of  Re- 
altors began  discussions  with  HUD  in  order  to  seek  an  agreement 
on  a  set  of  program  standards  or  guidelines  to  accompany  FHIP. 

As  a  member  of  this  particular  negotiating  team,  Tm  proud  to 
say  that  after  6  weeks,  we  were  able  to  work  out  a  fair  and  bal- 
anced set  of  testing  guidelines  with  HUD  and  these  HUD  guide- 
lines were  approved  by  our  board  of  directors  in  May  of  1986. 
These  guidelines  assure  fair  play  on  both  sides.  For  example,  that 
testers  cannot  seek  economic  gain  from  those  they  test  and  that 
the  funds  will  be  disbursed  to  only  qualified  testers  and  that  they 
be  spent  on  only  authorized  activities. 

Secretary  Sam  Pierce  agreed  to  go  forward  with  the  regulations 
based  on  these  guidelines  as  a  part  of  the  testing  program. 

Though  the  National  Association  of  Realtors'  board  of  directors 
prefers  that  the  guidelines  be  included  in  statutory  language  au- 
thorizing FHIP,  our  board  just  last  month  agreed  to  a  FHIP  pro- 
gram which  simultaneously  "sunsets''  both  the  program  and  the 
guidelines.  It  is  eminently  fair,  Mr.  Chairman,  that  a  program  so 
controversial  a  nature  be  looked  at  by  this  committee  in  the  light 
of  experience. 

The  current  Senate  committee  bill  calls  for  a  demonstration  pro- 
gram which  lasts  until  September  30,  1989,  and  then  is  subject  to 
review,  as  are  the  guidelines  which  accompany  it.  This  appears  to 
us  to  be  a  solid  step  in  the  direction  of  fair  enforcement  procedures 
and  represents  a  considerable  concession  by  the  National  Associa- 
tion of  Realtors. 

We  believe  that  the  dual  review  of  FHIP  and  the  guidelines  will 
prove  useful  to  the  congressional  debate  surrounding  the  guide- 
lines. By  allowing  the  FHIP  Program  and  the  guidelines  to  be  an 
experiment,  then  you,  the  Congress,  can  determine  whether  or  not 
the  guideliness  prove  effective  for  responsible  testing  programs. 

As  real  estate  practitioners,  our  position  on  FHIP  has  always 
been  premised  on  the  belief  that  we  should  be  afforded  the  same 
kinds  of  protections  as  other  members  of  our  society  receive.  The 
proposal  we  recommend  would  aid  in  producing  the  right  answers 
in  iJie  interest  of  all  concerned. 
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Mr.  Chairman,  that  concludes  my  testimony.  I  am  available  for 
any  questions  you  might  have  and  we  appreciate  your  consider- 
ation. 

[The  prepared  statement  of  Mr.  Weigand  can  be  found  in  the  ap- 
pendix.] 

Chairman  Gonzalez.  Thank  you,  in  turn,  Mr.  Weigand.  That 
was  very  good.  I  think  you  emphasize  those  areas  in  which  we  have 
had  great  debate  and  have  given  us  some  very  good  light  on  those 
issues. 

Mr.  DeFilippo? 

STATEMENT  OF  ANTHONY  J.  DE  FILIPPO,  CHAIRMAN  OF  THE 
BOARD  OF  DIRECTORS,  RENTAL  HOUSING  ASSOCIATION 

Mr.  DeFiuppo.  Thank  you,  Mr.  Chairman. 

My  name  is  Anthony  J.  DeFilippo.  I  am  privileged  and  honored 
to  represent  the  Rental  Housing  Association  as  chairman  of  the 
board  before  the  committee. 

The  Rental  Housing  Association  is  a  new  organization  represent- 
ing the  mostly  small-scale  investors  in  HUlf s  rental  rehab  pro- 
gram and  section  8  certificate  and  Voucher  Program. 

Rental  rehab,  or  rehabilitation  grants  under  section  17,  is  new, 
with  many  innovations.  It  seems  like  a  good  time  to  start  giving 
the  Congress  our  assessment  of  how  it  works. 

First,  I  would  like  to  state  my  personal  bias. 

Fm  a  former  county  administrator  of  various  housing  rehab  pro- 
grams in  Allegheny  County,  Pennsylvania.  Fm  currently  an  owner- 
developer  of  housing  which  has  been  rehabilitated  and  occupied  by 
section  8  tenants  using  the  Rental  Rehab  Program.  Leaving  aside 
my  personal  subjective  view,  the  hard  data  on  the  program  indi- 
cates that  it  is  nroceeding  exceedingly  well.  Our  production  has 
been  excellent.  Over  70,000  units  are  under  construction  or  have 
been  completed  in  12,000  projects  in  the  last  2  years. 

Our  rehabilitation  costs  average  $9600  per  unit,  with  a  subsidy  of 
only  $3200.  That  subsidy  of  only  $3200  for  each  unit  rehab  is  the 
most  imjportant  factor  of  this  program.  Lower  income  tenants 
occupy  93  percent  of  the  rehab  units  and  very  low  income  tenants, 
75  percent. 

Single,  female-headed  families  make  up  a  full  52  percent  of  the 
tenants  residing  in  properties  which  have  been  rehabilitated  under 
this  program  to  date. 

Clearly,  the  very  needy  are  benefiting,  as  was  intended  by  Con- 
gress, despite  the  very  low  cost.  Seventy  percent  of  the  lower 
income  tenants  have  section  8  certificates  or  vouchers.  That  re- 
flects the  primary  purpose  of  the  program,  to  increase  the  supply 
of  decent  units  for  certificate  and  voucher  holders. 

Many  of  the  witnesses  testifjring  before  this  subcommittee  have 
noted  the  fact  that  certificates  and  vouchers  alone  do  nothing  to 
increase  the  supplv  of  housing  and  that  vouchers  and  certificates 
often  cannot  work  because  of  a  supply  shortage. 

Rental  rehab  is  one  clear  and  successful  answer  which  works  in 
almost  all  communities,  both  urban  and  rural.  We  recommend  that 
you  take  a  good  look  at  what  can  be  done  by  creative  use  of  direct, 
tenant-based  rent  subsidies  under  any  name— certificates,  vouch- 


Digitized  by  VjOOQ IC 


450 

ers,  or  whatever — when  supported  by  shallow  rehab  subsidies  like 
rental  rehab  grants. 

A  moment  ago  I  said  70  percent  of  rental  rehab's  lower  income 
tenants  have  certificats  or  vouchers.  That  means  fully  30  percent 
have  no  rental  assistance.  Those  are  families  who  now  have  afford- 
able, newly  rehabed  apartments  with  the  only  Federal  subsidy 
being  the  one-time  rental  rehab  expenditure  averaging  $3200  a 
unit. 

Rental  rehab  can  be  tough  on  investors  such  as  ourselves  because 
it  places  us  at  more  risk  than  other  HUD  programs  which  have 
guaranteed  an  income  stream  in  the  past.  We  discuss  that  point 
more  fully  in  our  written  statement.  But  despite  the  added  chal- 
lenge to  investors  and  owners,  we  support  an  even  increased  em- 
phasis on  the  rental  rehab  approach  because  we  recognize  that  the 
more  cost  effective  the  program,  the  better  argument  for  congres- 
sional support.  And  in  the  long  run,  that  is  very  much  more  in  our 
self  interest  than  having  more  safe  and  profitable  programs  which 
are  too  costly  to  be  sustained. 

We  also  include  in  our  written  statement  several  recommenda- 
tions for  inclusion  in  your  proposed  housing  bill  which  would  be 
useful,  but  would  not  change  the  basic  program  design.  Last  year, 
Congress  increased  rental  rehab  funds  to  the  highest  level  yet — 
$200  million — despite  an  administration  recommendation  to  termi- 
nate. 

The  administration  has  now  returned  to  modest  support  of  rental 
rehab,  which  at  least  indicated  developing  and  welcomed  bipartisan 
approval.  $200  million  was  exactly  the  right  level  last  year  for  a 
new  program  needing  time  for  development  of  local  management 
capacity.  We  are  pleased  that  the  Senate  housing  subcommitee 
committee  print  being  marked  up  today  includes  $220  million  for 
rental  rehab.  However,  we  feel  the  $75  million  in  H.R.  4  is  inad- 
equate support  for  such  a  program  that  clearly  serves  its  purpose 
in  such  a  cost-effective  manner. 

We  recommend  a  modest  increase  this  year  to  $250  million.  That 
is  still  a  miniscule  sum  in  the  entire  housing  budget,  but  it  would 
produce  70,000  rehabbed  units  for  45,000  certificate  and  voucher 
holders  and  make  newly  rehabbed  housing  available  to  an  addition- 
al 20,000  lower  income  families  who  can  afford  the  rental  rehab 
units  without  any  subsidy  other  than  the  one-time  rehab  expendi- 
ture of  about  $3200. 

We  feel  that  that  would  be  an  excellent  benefit  for  the  money 
and  it  would  be  money  well  spent. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Mr.  DeFilippo  can  be  found  in  the 
appendix.] 

Chairman  Gonzalez.  Thank  you,  indeed,  very  much. 

One  general  observation  that  I  think  must  be  made  because 
three  of  you,  or  two  of  you,  at  least,  made  direct  reference  to  it, 
was  the  abdication  of  a  national  commitment  to  housing  for  all 
Americans;  that  is,  including  the  moderate  income  and  the  poor. 
Which,  as  you  know,  has  been  a  very  special  category  of  programs 
since  the  late  1930s. 

But  it  wasn't  a  frontal,  straightforward  abdication  or  confronta- 
tion on  the  part  of  the  administration.  It  was  sort  of  by  indirection. 
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I  think  this  was  the  subcommittee  that  first,  at  the  very  outset  of 
this  administration,  in  February  1981  had  the  first  hearing  at 
which  the  then-director  of  the  Oiffice  of  Budget  and  Management, 
Mr.  Stockman,  appeared  before  the  committee.  It  was,  as  I  under- 
stand, his  first  and  only  appearance  before  a  nonbudgetary  commit- 
tee. 

I  don't  think  that,  as  much  as  he  was  considered  to  be  a  wizard 
of  finances,  that  he  understood  housing  finance.  And  I  think  the 
record  now,  in  retrospect,  when  read,  clearly  reveals  this  fatal  flaw, 
because  the  thrust  of  his  testimony  was  that  the  administration 
was  of  the  opinion  that  there  was  an  inordinate  or  undue  amount 
of  credit  allocation  to  the  housing  sector. 

One  thing  that  caught  my  attention  was  the  vehemence  with 
which  he  ascribed  the  misallocation  as  being  used  or  devoted  in  the 
past  to  the  speculative  and  to  the  excessive,  costly  entrepreneur— 
the  builders  and  the  mortgage  lenders. 

All  that  was  in  his  testimony. 

And  since  the  general  impression  was  then  that  these  segments 
of  our  society  had  been  very  supportive  of  the  administration,  I 
couldn't  understand  why  nobody  rose  to  challenge  that  statement. 
But  I  did.  I  asked  him  if  he  felt  that  the  recommendations  present- 
ed, and  those  were  the  so-called  black  book  suggestions  that  had 
been  leaked  in  the  prior  December  as  to  what  would  be  included  in 
the  President's  budget  request  which  had  just  been  unveiled  that 
week,  February  8.  And  it  was  also  the  week  in  which  the  Secretary 
of  HUD  was  confirmed  by  the  Senate. 

So  when  I  asked  if  the  opinion  was  that  their  presentation  was 
the  minimum  that  they  were  asking  for,  he  said,  absolutely.  He 
said,  we  have  to  bring  about  the  realization  of  the  President  s  eco- 
nomic recovery  plan.  And  that  means  that  we've  got  to  look  at  this 
from  a  strictly  budgetary  standpoint. 

I  then  asked  him  if  his  recommendation  before  us  was  really  se- 
rious with  respect  to  FHA  financing,  where,  obviously,  his  comput- 
er had  targeted  the  $31  billion  figure  that  was  then  the  case? 

And  he  answered  affirmatively.  And  it  made  me  think  that  he 
didn't  realize  the  peculiarity  of  housing  finance,  where  the  $31  bil- 
lion, of  course,  was  a  30-year  stretch-out  and  that  he  was  targeting 
the  computer  at  this  big,  big  figure.  And  I  said,  well,  if  you'll 
pardon  me,  if  we  were  to  go  on  ahead  and  adopt  the  recommenda- 
tion, it  would  seem  that  by  July  1,  every  single  FHA  field  office 
would  have  a  telegram  sajring  that  they  couldn  t  commit  $l's  worth 
of  mortgage  insurance. 

He  seemed  to  be  puzzled  by  that.  One  of  his  aides  got  hold  of  him 
and  he  never  really  did  answer.  He  also  was  suggesting,  and  the 
President  did  in  his  message,  that  we  eliminate  UDAG.  That  was 
the  scene.  We  figured  that  80  percent  of  the  thrust  of  the  dimin- 
ished budgetary  request  were  in  that  area,  that  this  subcommittee 
had  jurisdiction.  But  I  think  that  the  Congress  got  kind  of  sucked 
in  by  the  fact  that  it  was  premised  on  a  needed  budgetary  financial 
standpoint  and  nobody  ever  questioned  the  conclusion,  which  was 
rather  dogmatic,  that  the  Nation  had  been  on  a  housing  credit  allo- 
cation binge,  that  there  had  been  just  too  much  allocation  of  credit. 
Nobody  really  ever  challenged  that. 
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But  I  was  concerned.  And  so  I  took  it  up  with  the  leaders  of  the 
House;  that  is,  the  majority  leaders.  They  didn't  seem  to  under- 
stand the  magnitude  of  the  challenge.  To  me  it  boiled  down  to,  £u*e 
we  going  to  undo,  purely  on  a  budgetary  basis  and  argument,  pro- 
grams that  took  years  of  debate  and  consideration  for  the  Congress 
to  enact?  And  then  some,  such  as  FHA,  that  had  a  tremendous 
track  record  of  accomplishment,  the  miracle  of  any  nation  in  the 
20th  century  was  the  housing  of  America  through  these  mecha- 
nisms. There's  no  other  country  that  can  point  to  that  accomplish- 
ment in  a  40-year  period. 

So  I  asked  that  the  President  be  confronted  with  a  demand  that 
he  tell  us  what  alternatives  he  would  have  for  these  programs  that 
had  worked,  and  that  if  they  were  going  to  argue  that  they  weren't 
working,  should  we  not  have  hearings  and  oversight  and  otherwise 
to  figure  out  which  of  the  programs  were  meritorious,  and  which 
weren't. 

But  it  never  has  been  confronted  because  the  Congress  then  got 
into  the  question  of  the  balanced  budget,  a  freeze  was  the  cry  just  2 
years  ago,  and  not  whether  or  not  there  were  these  burgeoning 
needs. 

In  the  meanwhile,  though,  I  think  that  the  organizations  here 
represented  today  did  recognize.  But  even  at  that,  the  basic  ques- 
tion still  remains  the  same  because  this  is  the  only  reason  I  C€Ui 
account  for  the  still  recommended  user's  fees  or  the  taxes,  as  I  call 
them,  because  I  don't  see  that  they  have  any  other  purpose  than  to 
try  to  enhance  the  revenues  of  the  government,  which  is  the  defini- 
tion of  a  tax,  whether  you  call  it  a  fee  or  a  tax,  or  whatever,  that's 
what  it  amounts  to. 

And  just  as  happened  in  every  other  case,  it  ended  up  in  being 
countfer-productive.  First,  it  far  from  resolved  the  budgetary  ques- 
tion, :but  in  the  meanwhile,  created  stress  throughout  the  land.  We 
didn't  have  a  problem  with  homelessness  at  the  time  of  the  so- 
called  increased  costly  allocations  of  credit  to  housing. 

So  obviously,  something  was  working. 

We've  heard  testimony  now,  to  try  to  dovetail  with  what  we  con- 
front at  this  time,  from  the  State  level,  yesterday  and  today  from 
the  municipal,  local  governmental  level,  and  they're  success  sto- 
ries. 

And  these  success  stories,  though  they're  moderate  and  all, 
really  show  the  resiliency  among  the  people  in  America.  We've 
seen  everything  from  the  rural  housing  section  523  and  525,  where, 
again,  have  succeeded  with  a  very  modicum  of  subsidy  for  technic€d 
assistance. 

We  have  seen  in  California  young  couples  build  their  own  homes 
with  the  help  of  private  enterprise.  The  subsidy  went  to  pay  for  the 
skilled  teachers,  the  carpenters,  the  bricklayers,  and  the  like. 

In  the  case  of  New  York,  where  we  have  the  Nehemiah  Program 
we  had  the  same  thing.  You  had  a  budget  cut-off  of  the  Federal 
programs  on,  say,  public  housing  for  the  poor.  Then  you  had  the 
State,  and  the  city  come  in  with  a  very  substantial  diversion  of 
their  own  funds  for  housing  assistance.  You  also  had  church  groups 
providing  up  to  $10  million  of  capital  for  the  land  that  was  donated 
by  the  city.  But  still,  it  took  a  private  retired  builder  to  come  in 
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and  show  how  it  could  be  done  with  some  of  the  unemployed  living 
in  those  areas. 

So,  you  know,  I  sensed  that  when  Mr.  Stockman  was  sayings 
look,  nothing  has  worked  and  all  you've  done  is  given  the  money 
that  was  meant  to  build  housing  for  the  moderate  income  and  the 
poor  families,  instead  went  to  the  pockets  of  the  builders  and  the 
mortgage  bankers. 

Well,  as  radical  as  Fve  been  called,  I  never  went  that  far  because 
I  was  conversant  with  what  happened  back  home. 

We  have  a  sort  of  cyclical  return  to  what  I  remember  as  a  De- 
pression era  kid,  when  I  remember  homelessness  as  we  see  it  now. 

So  I  wanted  to  say  that,  actually,  that  is  our  biggest  overall  con- 
tinuing challenge;  and  that  is,  to  bring  into  focus  very  much  what 
Mr.  Stuard  and  Mr.  French  said,  that  we  need  a  recommittal  to  a 
national  commitment  to  provide  shelter. 

And,  of  course,  I  believe  that  nothing  succeeds  like  success.  Pri- 
vate enterprise,  if  you  please,  did  it.  1  don't  see  why  it  can't  be 
done  today.  I  think  the  resources,  the  know-how — it's  just  a  ques- 
tion of  not  forsaking  the  goal,  in  my  opinion.  And  I'm  delighted  to 
hear  that  you  are  committed  to  bringing  about,  together  with  all  of 
us,  a  recommittal  on  the  national  level. 

No  country  in  the  world  in  the  20th  century  has  even  begun  any 
attempt  to  house  its  citizens  without  a  national  commitment  on  the 
part  of  the  national  entity. 

I'm  going  to  ask  Mr.  Wortley  here  to  forgive  me,  but  I  have  two 
questions  specifically.  The  first  one,  I  guess  it  could  be  pertinent  to 
all  the  members  of  the  panel.  I  believe  you  are  aware,  and  I  believe 
some  of  you  referred  to  it — the  administration's  budget  contains  a 
proposal  that  would  no  longer  permit  the  financing  of  closing  costs 
on  FHA  loans,  and  to  increase  the  downpayment  requirement. 

I  think  you  stated  it  generally,  but  I  want  it  for  the  record,  the 
history  of  your  reaction  to  this  administration  proposal  and  how 
far  you  think  it  will  get,  particularly  in  the  other  body  where 
you've  had  contacts  with  the  corresponding  members  to  us  over 
there. 

I  consider  that  budgetary  request  one  of  the  residue  things  that 
have  been  bothering  us  quite  a  bit  for  sometime.  And  I  wonder  if 
you  had  had  a  chance  to  analyze  the  net  impact. 

I  know  that  when  we  were  talking  about  the  recent  attempt  to 
raise  fees,  that  our  analysis  showed  that  what  had  been  pawned  off 
as  something  that  would  be  very  minimal,  that  it  was  very  substan- 
tial that  in  areas  such  as  mine  where  we  have  a  relatively  de- 
pressed market,  real  estate  values,  for  instance,  have  dropped  over 
40  percent  in  less  than  1  year. 

But,  then,  compared  to,  say,  other  places,  such  as  California, 
where  you  have  a  higher  average,  we  figure  that  that  fee  would 
amount  to  an  increase  in  your  mortgage  transaction  for  the  home- 
buyer  of  anywhere  from  $600  to  $1200.  But  it  was  very  hard  to  sell. 

Now  what  is  your  thinking  on  this,  especially  since  we  no  longer 
react  in  spasms  to  the  charge  that,  well,  this  is  a  big  spendmg 
thing  and  we  have  to  cut  no  matter  what  happens. 

I  think  we're  reaching  a  point  where  we're  emerging  from  that. 
So  we  do  have  a  chance  to  kind  of  consider  these  things  on  their 
merits.  But  it's  taken  sort  of  an  emergency.  You  know,  it's  taken 
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families  out  on  the  streets  sleeping  in  the  cold,  which  is  shocking 
to  all  Americans.  We  just  don't  look  upon  ourselves  as  indulging  in 
that. 

So,  do  vou  feel  that  this  administration's  proposal  is  something 
that  we  should  get  together  on  to  fight  head  on? 

Yes,  Mr.  French? 

Mr.  French.  I  would  like  to  comment,  sir,  that  we  agree  with 
you  very  much.  In  fact,  our  figures  reflect  that  on  a  sales  price  of 
about  $65,000,  we  estimate  homebuyers  will  have  to  bring  an  addi- 
tional $1200  cash  to  the  closing  table. 

And  as  you  know,  sir,  the  FHA  loan,  in  particular,  in  areas  that 
are  hard  hit  economically,  the  low  downpayment  is  a  critic€d  ele- 
ment to  closing.  And  to  suggest  that  those  borrowers  can  come  up 
with  an  additional  $1200,  simply  reflects  a  lack  of  understanding  of 
the  concept. 

I  think  the  Mortgage  Bankers  Association  figures  would  reflect 
that  the  delinquencies  don't  necessarily  track  the  fact  that  a  bor- 
rower had  a  3  percent  down  payment,  or  4  or  5.  Proper  underwrit- 
ing, as  Fve  often  said  in  my  talks,  my  first  home  was  a  GI  home  at 
$7200  in  Forth  Worth,  TX.  And  I  only  paid  zero  down.  But  I  re- 
spectfully suggest  that  I  paid  the  pa3rments  when  they  were  due. 

If  we  hadn^  had  it,  we  wouldn't  have  had  a  home  to  live  in. 

Chairman  Gonzalez.  That's  right. 

Mr.  French.  I  would  just  like  to  take  one  other  comment. 

Chairman  Gonzalez.  Sure. 

Mr.  French.  And  I  know  that  Nestor  and  the  others  would  like 
to  comment  on  this,  too. 

I  think  your  appreciation  of  the  forum  that's  developing — Mr. 
Stockman  began  this  program  and  it  seemed  to  be  only  budget-ori- 
ented, with  no  one  within  the  administration  really  understanding 
what  they  wrought.  And  all  of  us  who  sat  here,  we  were  on  the  line 
and  it  quickly  became  evident  to  us  when  there  weren't  enough 
employees  in  FHA  and  there  weren't  enough  employees  in  the  VA, 
and  we'd  known  very  early  that  these  programs  were  mistaken  and 
not  in  the  interest  of  the  country. 

And  I  think  your  concept  of  a  national  housing  policy  is  the  way 
to  bring  about  a  confrontation  with  the  administration.  Let's  get  it 
out  in  the  open.  Let's  have  positive  rather  than  negative  proposals. 

And  I  think  we  can  win  because  I  think  the  people  are  with  us. 

Chairman  Gonzalez.  Thank  you  very  much.  Mr.  Stuard? 

Mr.  Stuard.  Mr.  Chairman,  this  is  a  very  important  problem  be- 
cause it  seems  to  fly  right  in  the  face  of  what  FHA  was  originally 
designed  to  service;  and  that's  the  moderate  and  the  low  income 
side  of  the  market. 

Because  I  build  in  California,  I  am  no  longer  able  to  build  under 
the  FHA  cap.  However,  my  son  does.  We're  a  building  family.  And 
being  a  good  father,  I  went  out  to  see  his  tract  in  the  high  desert  in 
California  2  or  3  weeks  ago  and  had  a  chance  to  talk  to  some  of  his 
buyers  when  I  was  out  there. 

Very  clearly,  these  are  good  people  who  are  stretching  to  get 
their  first  chance  of  a  piece  of  America.  And  to  be  unable  to  fi- 
nance these  closing  costs  at  the  beginning  of  that  purchase  would 
make  it  extremely  difficult  for  these  people  to  purchase  that  first 
house.  I  would  like  to  see  Congress  "step  to  the  bar"  on  this  issue. 
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Our  industry  strongly  supports  that  this  type  of  issue  does  not 
prevail. 

Chairman  Gonzalez.  Thank  you  very  much.  Yes,  sir,  Mr.  Wei- 
gand? 

Mr.  Weioand.  Yes,  sir,  Mr.  Chairman.  We  likewise  perceive  that 
these  kinds  of  things  that  add  costs  to  the  consumer  and  add  costs 
to  the  buying  public,  we  are  opposed  to  them  and  certainly,  as  you 
said,  it's  somewhat  analogous  to  attacks  on  the  home-bujring 
public. 

But  in  addition  to  that,  there  seems  to  be  some  confusion  in  the 
fact  that  the  FHA  program  made  $500  million  last  year  and 
they've  got  $4.8  billion  in  their  mortgage  insurance  reserve,  which 
is  invested  in  Treasury  bills  and  this  helps  reduce  the  Federal 
budget  deficit.  It  certainlv  does  not  add  to  them.  But  there  certain- 
ly appears  in  this  city  to  be  some  confusion  in  that  area. 

Chairman  Gonzalez.  Thank  you  very  much.  You're  right.  I 
never  could  figure  out  how  it  was  looked  upon  as  something  that 
was  wasting  the  substance  of  the  land  or  depleting  its  credit,  but 
rather,  adding  to  it,  as  all  the  history  of  it  showed. 

I  have  a  couple  more  questions,  but  I  think  at  this  point  I  have 
exceeded  our  usual  limitation  and  I  want  to  recognize  Mr.  Wortley 
for  an  opportunity  for  him  to  make  a  statement  or  ask  questions. 

Mr.  Wortley.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Stuard,  as  you're  well  aware,  HUD's  task  force  into  fraud 
and  abuse  found  that  the  insured  investor  loans  posed  a  greater  ac- 
tuarial risk  than  mortgages  to  owner-occupants.  And  I  realize  that 
the  industry  has  a  few  concerns  over  the  investor  prohibition — Mr. 
Wylie,  our  ranking  member  on  this  subcommittee,  is  a  sponsor  of 
an  amendment. 

Now  the  bottom  line  is  to  maintain  the  integrity  of  the  FHA  in- 
surance fund  and  not  to  provide  an  excuse  for  those  who  would  like 
to  abolish  the  program.  Although  the  investor  prohibition  is  in  the 
current  bill  that  we're  discussing,  H.R.  4,  I'm  sure  that  Mr.  Wylie 
and  others  of  us  on  this  subcommittee  would  like  to  come  up  with 
a  balanced  compromise  taking  into  consideration  the  actuarial  risk 
to  the  FHA  fund,  as  well  as  to  assure  that  unnecessary  restrictions 
are  not  placed  upon  the  legitimate  mortgage  credit  needs  of  inves- 
tor participants. 

What,  specifically,  are  your  concerns  and  how  would  you  like  to 
see  us  address  this  problem?  You  may  have  said  this  in  your  testi- 
mony, but  I,  unfortunately,  missed  the  direct  testimony  of  all  four 
witnesses. 

Mr.  Stuard.  Thank  you.  Congressman.  Let  me  say  to  begin  with 
that  we  don't  believe  that  the  investor  loan  is  a  problem  to  the  in- 
surance fund.  Yes,  there  was  an  abrogation,  we  think  primarily 
due  to  some  of  the  difficult  economic  situation  in  certain  portions 
of  the  United  States.  However,  we  think  that  reasonable  compro- 
mises can  prevail  and  that  mechanisms  can  be  looked  at  that 
would  take  care  fo  that  problem  and  protect  the  integrity  of  the 
fund. 

We  don't  believe  that  you  ought  to  throw  the  baby  out  with  the 
bathwater. 

Mr.  Wortley.  No,  we  don't  want  to  throw  the  baby  out. 

Mr.  Stuard.  Right. 
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Mr.  WoRTLEY.  But  have  you  got  some  specific  suggestions  in 
there?  That  task  force  of  HUD's  did  point  out  some  flagrant  abuse. 
What  would  appear  to  be  flagrant  abuse? 

Mr.  Stuard.  We  would  recommend  that  the  underwriting  stand- 
ards be  tightened.  We  would  recommend  that  we  ought  to  possibly 
look  at  a  lower  loan-to-value  ratio  in  order  to  be  able  to  improve 
the  equity  position  to  protect  the  value  of  the  loan  that  way. 

These  are  the  types  of  things  that  I  think  would  go  a  long  way  to 
getting  what  needs  to  be  done  to  the  program. 

Mr.  WoRTLEY.  Well,  we  certainly  want  to  keep  the  FHA.  We'll 
try  to  cooperate  with  you  and  see  what  we  can  come  up  with. 

Mr.  Stuard.  Thank  you.  We  appreciate  it. 

Mr.  WoRTLEY.  Mr.  Weigand,  do  I  understand  correctly  that  you 
are  more  or  less  agreeable  now  with  the  Senate  language  on  the 
FHIP  program? 

Mr.  Weigand.  Yes,  Congressman  Wortley,  that's  correct. 

Mr.  Wortley.  I'd  like  to  see  us  break  that  impasse  that  we  had 
previously.  I  haven't  followed  the  Senate  bill  all  that  close,  but  I 
wonder  if  you  might — 

Mr.  Weigand.  I  think  they're  in  session  right  at  this  time. 

Mr.  Wortley.  Yes,  I  know  they  are  right  now. 

Mr.  Weigand.  Right.  I  think  they're  going  over  that  exact  thing. 

Mr.  Wortley.  That's  what  they're  working  on  today? 

Mr.  Weigand.  Yes,  that's  correct. 

Mr.  Wortley.  Well,  what  are  you  doing  with  the  rest  of  that 
team  sitting  behind  you  and  not  over  there? 

Mr.  Weigand.  Some  of  them  are  over  there  right  now.  [Laugh- 
ter.] 

Mr.  Wortley.  OK.  The  A  team  is  over  there? 

Mr.  Weigand.  Right.  I'm  the  C  team.  [Laughter.] 

Mr.  Wortley.  What  is  your  understanding?  What  are  they  work- 
ing out  over  there? 

Mr.  Weigand.  Well,  it  appears  that  the  guidelines  will  be  refer- 
enced in  the  Senate  bill  and  we  perceive  this  as  an  important  fact 
as  far  as  a  FHIP  Program. 

Mr.  Wortley.  Well,  we  sure  would  like  to  cooperate.  We  want  to 
come  up  with  a  good  housing  bill  this  year,  one  that  we  can  all  live 
with,  something  that's  good  for  industry,  good  for  the  consumer, 
good  for  America. 

Mr.  Weigand.  Right.  And  quite  frankly,  we  unequivocally  are  op- 
posed to  discriminatione  and  have  always  been  opposed  to  it.  We're 
not  trying  to  figure  out  a  way  around  that  because  if  its  happening, 
those  people  should  be  prosecuted. 

Mr.  Wortley.  Absolutely. 

Mr.  Weigand.  And  we're  part  of  that  system.  But  we  also  feel 
that  it's  very  necessary  to  have  a  set  of  standards  by  which  to 
measure  how  this  is  done. 

Mr.  Wortley.  Well,  we'll  work  towards  achieving  that  goal. 

Mr.  Chairman,  I  yield  back  the  balance  of  my  time.  I  have  an- 
other committee  hearing  that  I'm  due  at. 

Chairman  GtONZalez.  Well,  I'm  deeply  grateful  to  you,  Mr.  Wort- 
ley, as  you  know. 

Mr.  Wortley.  Thank  you. 
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Chairman  Gonzalez.  And  we  thank  you  very  much  for  vour  very 
valued  help  and  presence.  You've  been  there  when  they  ve  called 
the  roll,  80  that's  all  we  can  ask. 

Mr.  WoRTLEY.  When  they  call  the  roll  in  heaven,  Fd  like  to  be 
there,  too.  [Laughter.] 

Chairman  Gonzalez.  One  other  question  which  I  think  is  very 
important  that  we  discuss  because,  as  you  have  recognized  here, 
there  are  very  powerful  segments  in  the  administration  that  are 
still  zealously  determined  to  do  in  such  beleaguered  entities  as 
FHLMC. 

My  understanding  is  that  the  Fedeal  Home  Loan  Bank  Board 
was  recently  sent  a  letter  to  Leland  Brensell,  who  is  the  acting 
president  of  FHLMC,  which  proposes  a  $75  billion  cap  on  the 
volume  of  business  that  corporations  could  do  during  the  current 
calendar  year. 

So  what  is  your  feeling  about  this  continued  administration 
effort  to  curtail  the  operations  of  FHLMC? 

Yes,  Mr.  Stuard? 

Mr.  Stuard.  Well,  Mr.  Chairman,  it  seems  to  us  that  the  role 
ought  to  be  to  try  to  provide  the  largest  supply  of  mortgage  capital 
at  the  lowest  possible  cost.  These  programs  have  done  an  excellent 
job.  They  are  successful  programs.  They  are  economic  programs. 
And  to  tamper  with  them  and  damage  them  in  any  way  would  be  a 
great  disservice  to  the  American  public. 

Chairman  Gonzalez.  Thank  you.  Mr.  French? 

Mr.  French.  We're  obviously  very  much  opposed  to  this  limita- 
tion and,  again,  for  the  reason  that  it  is  part  of  the  pattern,  that  it 
would  appear  to  us  that  the  administration  ought  to  recognize  that 
this  point  is  a  bankrupt  idea;  that  is,  the  destruction  of  the  housing 
credit  systems  of  our  country. 

To  place  an  arbitrary  limit  on  FHLMC,  on  the  amount  of  loans 
they  can  insure  or  can  buy,  is  simply  re-establishing  some  of  the 
chaos  that  we  faced  last  year  with  the  dissembling  of  the  programs. 

I  cannot  imagine  why  they  feel  that  this  is  justified.  FHLMC  is 
doing  a  good  job.  To  create  an  aura  of  doubt  as  to  whether  or  not 
they  are  going  to  run  out  of  authority  simply  means  that  more 
lenders  and  more  families  will  not  have  this  source  of  credit  and  it 
will  become  doubtful  and  disruptive. 

It  lacks,  in  our  judgment,  anything  but  a  further  action  to  make 
the  national  credit  system  less  usable,  less  available,  and  less  help- 
ful to  the  homebuyer.  And  for  these  reasons,  and  many  more,  we 
will  strenuously  oppose  it. 

Chairman  Gonzalez.  Thank  you  very  much.  Mr.  Weigand? 

Mr.  Weigand.  Yes,  Mr.  Chairman.  I  guess  if  one  wants  to  dis- 
mantle the  housinff  program  of  this  country,  probably  the  most  ef- 
fective way  is  to  do  it  piecemeal  and  do  it  one  leg  and  arm  at  a 
time  and  then  we'll  wake  up  and  there  will  be  no  secondarv 
market  in  this  particular  case,  or  in  the  case  of  FHA,  no  FHA 
market. 

So,  yes,  we  are  opposed  to  the  reduction  of  that  credit  authority. 

Chairman  Gonzalez.  It's  been  very  troubling  and  I  just  don't  un- 
derstand the  sustained,  continuing  course  of  action  along  this  line. 
I  think  the  Office  of  Budget  and  Management  is  determined  to 
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limit  the  FHLMC,  and  I  think  that's  the  main  primary  reason 
behind  all  of  this. 

But,  still  and  all,  you  know,  who  can  reach  the  administration? 

It  was  very  troubling.  I've  been  privileged  to  serve  with  six  dif- 
ferent presidential  administrations  since  I  ve  been  here. 

Lyndon  Johnson,  I  think,  and  Tm  not  saying  this  just  because  he 
was  a  fellow  Texan  or  because  I  admired  him  and  I  was  grateful 
for  his  leadership.  But  there's  no  question  that  he  was  prob^ly  the 
most  efficient  administrator.  There  was  no  disarray  among  his  var- 
ious Cabinet  members.  You  weren't  about  to  have  one  Cabinet 
member  saying  this  and  another  one  saying  that,  and  then  the 
President  something  else.  Heads  would  get  knocked  together. 

You  certainly  didn't  have  anybody  (n)erating  out  of  the  Oval 
Office  on  a  matter  vital  to  either  one  of  the  departments  without 
the  department  secretary  knowing. 

The  Carter  administration  was  for  a  very  long  time  very  enig- 
matic to  me.  I  couldn't  figure  out  the  processes  of  judgment 
making  decisions.  But  when  it  came  to  domestic  programs,  though, 
it  was  very  viable.  I  thought  he  had  some  of  the  b^t  HUD  secre- 
taries we've  had.  Moon  Landrow  of  New  Orleans,  he  was  here  not 
too  long,  I  thought  did  an  outstanding  job.  But  he  came  with  a 
background  of  experience  and  he  had  been  a  witness  before  the 
committee  for  many  years  because  I've  been  on  this  subcommittee 
since  I  came  here  some  26  years  ago. 

The  first  person  to  meet  Secretary  Pierce  the  day  he  was  con- 
firmed was  myself.  He  had  been  an  assistant  to  the  Secretary  of 
the  Treasury  then,  our  fellow  Texan,  John  Connally. 

I  met  him  then  and  he  was  very,  I  thought,  impressive.  But  when 
I  asked  him  that  day  in  February  how  he  would,  as  secretary, 
uphold  the  policies  and  the  programs  of  long-standing  in  view  of 
the  obvious  budgetary  constraints  and  would  he  be  in  a  position  to 
reach  the  President  on  a  par  with  David  Stockman? 

He  evaded  the  question  by  stating  that  we  are  all  committed  to 
bringing  about  the  realization  of  the  President's  economic  recovery 
plan.  And  then  it  was  a  few  months  later  that  it  was  obvious  that 
he  stood  no  chance.  Stockman  was  actually  the  de  facto  Secretary 
of  HUD,  as  well  as  several  other  departments. 

However,  we  in  the  Congress  have  a  responsibility,  and  this  is 
what  we're  trying  to  fulfill. 

There  has  come  before  us  the  recommendation  of  a  national 
housing  trust.  I  don't  know  if  any  of  you  gentlemen  are  aware  of 
the  specifics  of  some  of  the  suggestions.  We've  had  two  suggestions 
I  know  of  that  are  labelled  that  way  generally.  There  may  be  a 
small  difference  in  the  mechanisms  that  they're  suggesting,  but  the 
main  idea  is  to  really  have  a  definite,  an  intra,  sort  of,  allocation  of 
credit  for  housing. 

I  think  it  was  yesterday  that  Governor  Dukakis  didn't  refer  to  it 
as  a  trust,  but,  in  effect,  was  recommending  a  Federal  level  endeav- 
or of  that  nature. 

I  was  trying  to  remember  if  it  was  the  National  League  of  Cities, 
but  one  of  those  entities  did  come  out  with  a  national  housing  trust 
idea. 

I  was  just  wondering,  and  I  know  that  at  this  point  you  may  not 
have  any  concise  information,  but  I'm  wondering  if  you  could  take 


Digitized  by  VjOOQ IC 


469 

it  under  advisement  and  if  you  could  have  any  opinion  or  informa- 
tion by  the  time  you  get  the  transcript  of  the  proceedings,  give  me 
your  ideas  and  recommendations,  if  it  could  be  a  viable  tool  to  help 
those  of  you  in  this  industrv. 

I  was  going  to  ask— yes,  Mr.  French? 

Mr.  French.  Mr.  Chairman,  I  would  like  to  comment  that  we 
will  certainly  study  it.  And  the  three  of  us  who  represent  the  three 
very  large  national  associations  for,  in  effect,  housing,  I  would  just 
like  to  say,  sir,  that  we,  all  three,  are  in  intensive  research  right 
now  in  the  whole  area  of  national  housing  policy.  We  will,  and 
hopefully,  if  invited,  will  have  an  opportunity  to  provide  input,  as 
you  provide  the  leadership  and  support. 

Chairman  Gonzalez.  On,  certainly.  We're  open  and  amenable.  In 
fact,  we'll  be  glad  to  call  a  session  of  the  subcommittee  to  hear  any 
proposals  or  any  additions  to  the  testimony  presented  today. 

Mr.  French.  It  would  be  our  hope  that  the  credit  for  housing— as 
you  know,  the  statistics  show  that  the  amount  of  credit,  and  on  a 
national  basis  that's  going  to  housing,  is  actually  decreasing. 

Chairman  Gonzalez.  On,  yes. 

Mr.  French.  And  home  ownership  is  decreasing. 

Chairman  Gonzalez.  Very  much. 

Mr.  French.  We  look  with  great  concern  at  any  proposals  that 
suggest  that  housing  credit  should  be  rationed  on  some  trust  basis. 
I  have  not  seen  this  proposal,  but  it  would  be  our  hope  that  the 
national  housing  policy  would  re-establish  the  priority  of  housing 
rather  than  allowing  someone  to  impose  a  financial  handcuff  on 
housing  in  advance  before  it  can  be  fully  restored. 

Chairman  Gonzalez.  Yes,  sir. 

Mr.  French.  I  think  the  Chairman  may  be  aware  that  the  VA, 
that  the  programs  of  the  0MB  and  this  administration  already 
have  the  V A  programs  in  a  total  shambles  nationwide. 

Chairman  Gonzalez.  Yes,  Fm  very  well  aware  of  that. 

Mr.  French.  And  it's  going  to  have  to  be  more  than  negative  re- 
strictions from  outside. 

Chairman  Gonzalez.  Yes,  sir. 

Mr.  French.  We're  going  to  have  to  build  again. 

Chairman  Gonzalez.  I  thoroughly  agree  with  you.  And  that's 
why  I  thought- 
Mr.  French.  I  apologize  if  I'm  a  little  vehement  about  this. 
[Laughter.] 

Chairman  Gonzalez.  Well,  no,  sir. 

Mr.  French.  We're  a  bit  cranked  up. 

Chairman  Gonzalez.  You  don't  owe  any  apologies  at  all.  In  fact, 
I'm  delighted  and  welcome  the  vehemence. 

My  son— that  is,  the  youngest— is  in  his  early  1930s.  He's  now  an 
attorney.  He  married  a  young  lady  from  Norway.  They  have  one 
daughter  and  another  child  on  the  way.  He's  been  working  as  an 
attorney  for  the  attorney  general  of  Texas  in  the  child  support  divi- 
sion. They  had  been  renting,  they  had  been  lucky.  They  nad  found 
this  rather  very,  very  ancient  little  house,  but  adequate,  at  a  rental 
that  was  better  than  average  at  the  time. 

In  the  meanwhile,  they  were  interested  in  bettering.  With  the 
shrinkage  in  the  market,  they  saw  this  real  nice  home.  It's  about 
60  years  old.  The  owner  had  originally  put  it  out  at  $115,000.  By  2 
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months  ago,  he  had  gone  down  to  about  $80,000.  So  they  fincdly  got 
a  kind  of  a  working  agreement. 

I  was  delighted  to  see  that  they  were  able  to  find  a  graduated 
mortgage  arrangement. 

The  only  thing  was  that  of  course  this  was  existing  housing.  But 
I  was  just  wondering,  I  believe  the  average  home  in  niy  district  in 
Texas,  could  cost  today  around  $80,000-$85,000  in  the  San  Antonio 
area. 

Tm  wondering  what  it  is  now  in  the  Fort  Worth-Dallas  area. 

Mr.  French.  I  grew  up  there,  sir,  but  Fm  not  sure  I  know  the 
answer.  My  compatriot  here  from  the  home  builders  probably 
knows  better  than  I  do. 

Chairman  GtONZALez.  He  probably  will.  You  know.  Fort  Worth 
has  presented  us  with  former  presidents  of  the  home  builders  and 
now  you.  So  something  must  be  going  on  in  Fort  Worth  that's  very 
favorable  to  housing. 

Mr.  French.  A  lot  of  country  living,  I'm  afraid,  sir.  [Laughter.] 

Chairman  Gonzalez.  I  know.  I  don't  know  if  you  have  any  facts 
or  figures — 

Mr.  Stuard.  I  don't  have  any  hard  data  on  it,  Mr.  Chairman,  but 
I  would  suspect  that  from  what  I've  been  able  to  gather  out  of  the 
builders  in  the  area,  that  the  Fort  Worth-Dallas  area  is  somewhat 
stronger. 

Chairman  Gonzalez.  Stronger? 

Mr.  Stuard.  It's  somewhat  stronger.  And  I  would  suspect  that 
the  average  price  would  be  slightly  above,  but  not  a  lot.  All  of 
Texas  is,  as  you're  well  aware,  in  severe  problems,  particularly  the 
Houston  area. 

Chairman  Gonzalez.  Yes,  they're  depressed. 

Mr.  Stuard.  Oklahoma,  Louisiana,  Arkansas,  all  of  those  areas 
are  seeing  heavily  depressed  market  conditions. 

Chairman  Gonzalez.  I  was  going  to  ask  Mr.  DeFilippo,  you  said 
you  had  been  a  county-level  administrator. 

Mr.  DeFiuppo.  That's  correct. 

Chairman  Gonzalez.  How  much  experience  did  you  have  with 
your  Section  312  Program? 

Mr.  DeFiuppo.  The  Section  312  Program  for  the  last  12  years — I 
have  a  lot  of  experience. 

Chairman  Gonzalez.  How  do  you  compare  that  with  your  moder- 
ate rehab  and  similar  ongoing  existing  programs  that  have  been 
put  together  here? 

Mr.  DeFiuppo.  Well,  the  primary  emphasis  of  the  312  Program 
was,  for  our  purposes,  owner-occupied  dwellings.  There  were  a  few 
years  where  we  did  do  some  investment  properties  and  they 
worked  very  well. 

Chairman  Gonzalez.  Excuse  me.  I  wonder  if  you  could  turn  on 
your  mike. 

Mr.  DeFiuppo.  Okay.  Thank  you.  As  I  said,  I  worked  with  the 
program  for  many  years,  primarily  for  single-family,  owner-occu- 
pied projects.  There  were  a  few  years  where  we  did  do  rental  prop- 
erties. 

The  program  worked  well  when  the  interest  rates  were  3  per- 
cent, 20-year  fixed  rates.  When  the  rates  went  up  to  11  and  12  per- 
cent, as  everyone  else's,  then  it  wasn't  a  very  effective  program,  be- 
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cause  it  was  targeted  to  very  distressed  neighborhoods  and  the  af- 
fordable rents  just  wouldn't  carry  the  loans  any  longer.  So  they 
were  no  longer  able  to— the  program  just  did  not  function  very 
well  in  the  last  few  years. 

Now  rates  are  back  down.  It's  a  program  that  works,  but  there's 
no  rent  subsidy  tied  to  the  tenants  using  the  312  Program. 

So  we  do  have  experience  with  that  program.  Compared  to  the 
section  8  moderate  rehab,  as  an  investor-owner,  I  would  much 
rather  have  a  section  8  guaranteed  15-year  rental  contract.  I'm 
sure  it  would  be  easier  to  buy  a  property  off  of  my  realtor  and  have 
it  financed  through  my  mortgage  banker  over  here  if  I  had  a  guar- 
anteed 15-year  loan. 

Chairman  Gonzalez.  I  understand.  Certainly.  Well,  there  was 
another  point  that  I  would  like  very  much  to  discuss  with  you  if 
you  have  the  time. 

We  had  a  hearing  late  last  year  on  what  I  consider  to  be  the  next 
contributor  to  homelessness,  and  that  is  the  expiring  contracts  on 
section  221(dX3)s  and  236  projects.  We  estimate  that  there  are 
somewhere  around  3  million  low  and  moderate  income  renter  fami- 
lies that  would  be  affected  in  the  country.  Some  mortgage  terms 
matured  late  last  year,  and  many  others  will  mature  this  year,  be- 
cause we're  entering  the  24-year  period.  Most  of  these  221(dX3)  pro- 
grams were  sort  of  ongoing  when  I  came  aboard  here  to  the  Con- 


I'm  wondering  if  you  have  had  any  occasion  to  consider  this?  We 
can  from  the  congressional  level  try  to  stimulate  the  extension  of 
the  low  and  moderate  rental  provisions  on  these  mortgages.  But 
naturally,  we  can't  try  to  control  a  market  and  an  investor  who 
has  to  deal  in  very  practical  money  matters. 

But  I  don't  know  if  either  one  of  you  gentlemen  has  been  aware 
or  has  given  consideration  to  what  I  consider  to  be  a  mounting 

{problem.  We  have  similar  provisions  in  the  case  of  rural  housing, 
n  California,  we've  had  some  horror  stories  here  and  some  of  those 
witnesses,  and  one  of  the  members  of  the  committee  from  that  area 
brought  to  our  attention. 

What  it  means  is  that  you  will  have  more  people  thrown  into  the 
homeless  population.  If  you  could,  at  your  convenience,  have  any 
testimony  or  input,  we  would  welcome  it  very  much  because  you're 
there  and  you're  representing  the  area  of  business,  and  it  would  be 
verv  helpful  to  us. 

We're  going  to  continue  to  have  hearings,  but  in  the  meanwhile, 
the  idea  is  what  should  and  what  could  the  Congress  be  doing 
about  this? 

Well,  gentlemen,  unless  vou  have  some  additional  statements  or 
some  questions,  I  want  to  thank  you  very  much  once  again  for  your 
time,  travelling  a  good  distance,  and  your  help.  You  statements  are 
most  valuable.  They  will  be  given  to  each  member  of  this  subcom- 
mittee. 

I  want  to  explain  to  you  that  given  the  rhythm  of  things,  at  this 
point,  on  a  Thursday  where  no  legislative  business  has  been  sched- 
uled, and  no  session  for  tomorrow,  many  of  the  members  take  the 
opportunity  to  go  back  to  their  districts  by  this  time.  I  was  hopeful 
that  the  three  I  had  cornered  would  have  kept  their  pledges,  but  I 
should  have  known  better.  [Laughter.] 
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Anjrway,  thank  you  very  much,  gentlemen. 
Mr.  Stuard.  Thank  you,  Mr.  Chairman. 
Chairman  Gonzalez.  Have  a  safe  trip  back  home. 
The  subcommittee  stands  adjourned  until  9:30  a.m.,  March  19. 
[Whereupon,  at  3:30  p.m.,  the  subcommittee  was  recessed,  to  re- 
convene on  Thursday,  March  19,  at  9:30  a.m.]. 
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PRESENTATION  TO  THE  U.S.  HOUSE  SUBCOMMITTEE 
ON  HOUSING  AND  COMMUNITY  DEVELOPMENT 

By  Jerry  E.  Abramson 

Mayor  of  Louisville 

and 

Co-Chair,  U.S.  Conference  of  Mayors  Task« Force  on  the 

Reauthorization  of  the  Community  Development  Block  Grant  Program 

Mr.  Chairman,  members  of  the  sub-committee:  Thank  you  for 
the  opportunity  to  testify  this  morning.  My  name  is  Jerry 
Abramson.  I  am  Mayor  of  Louisville,  Kentucky  and  I  am  testifying 
today  on  behalf  of  my  city  and  the  U.S.  Conference  of  Mayors,  for 
which  I  am  co-chair,  along  with  William  J.  Althaus,  Mayor  of  York, 
Pennsylvania,  of  a  newly  created  Task  Force  on  Reauthorization  of 
the  Community  Development  Block  Grant  program. 

The  U.S.  Conference  of  Mayors  strongly  supports  this 
subcommittee's  bill,  H.R.  4,  because  it  will  begin  to  address  our 
nation's  urgent  need  for  a  national  housing  policy.  We  anticipate 
with  great  excitement  the  passage  by  Congress  of  this  nation's 
first  omnibus  housing  bill  in  six  years. 

The  broad  outlines  of  this  housing  and  community  development 
bill  are  consistent  with  the  policy  of  the  U.S.  Conference  of 
Mayors.  As  recently  as  January  22,  during  our  annual  Mid-Winter 
Meeting,  we  re-affirmed  this  policy. 

Specifically,  the  Conference  of  Mayors  strongly  supports  the 
continuance  of  the  following  programs:  Community  Development 
Block  Grants,  Urban  Development  Action  Grants,  Assisted  Housing 
Programs,  Section  312  Loans,  Housing  Development  Action  Grants  and 
Rental  Rehabilitation  Grants. 

Furthermore,  we  urge  you  and  your  House  colleagues  to 
persevere  in  your  jefforts  to  retain  the  spending  provisions 
contained  in  H.R.  4.  The  Senate  bill  dealing  with  these  pro9r«uii8 
includes  spending  provisions  that  are  significantly  lower  than  the 
House  Bill: 


Assistc 

id   Housing 

-  H.R.  4  -  $11.9  billion 
SB     -   $7.5  billion 

CDBG 

-  H.R.  4  -  $3.4  billion 
SB     -  $3.0  billion 

UDAG 

-  H.R.  4  -  $300  million 
SB     -  $225  million 
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We  at  the  Conference  of  Mayors  are  cognlxant  of  the  spending 
limitations  placed  on  the  federal  budget  by  Gramm-Rudman . 

We  are  also  aware  that  the  House  Budget  Committee  is  looking 
for  ways  to  cut  programs  that  benefit  this  nation's  urban 
infrastructure.  The  Community  Development  Block  Grant  program 
%iould  seem  to  be  a  likely  target  in  such  circumstances. 

But  I  urge  the  members  of  this  subcommittee  to  fight  hard  for 
H.R.  4,  and  I  implore  each  of  you  to  seek  support  for  this  bill 
from  all  of  your  colleagues  in  the  House  and  Senate.  Nothing  less 
than  the  future  of  our  nation's  cities  is  at  stake. 

That  last  statement  may  sound  hyperbolic,  but  one  need  only 
look  at  the  record  to  see  that  it  is  not.   An  examination  of  the 
\\  effects  of  federal  policy  of  the  last  several  years  on  the 
N|iation*8  urban  infrastructure  shows  that  this  policy  is  short- 
sighted and  must  be  amended. 

Since  1978  federal  financial  aid  to  cities  and  programs  that 
directly  serve  urban  populations  has  been  cut  by  approximately 
68%.  Details  of  these  budget  cuts  and  how  they  have  affected 
cities  are  included  in  the  U.S.  Conference  of  Mayors  annual 
report,  The  Federal  Budget  and  the  Cities,  which  I  submit  for  the 
record . 

Some  of  those  budget  cuts  were  appropriate,  and  cities  have 
adjusted  to  them.  For  example,  the  replacement  of  the  CETA 
program  with  the  Job  Training  and  Partnership  Act  (JTPA)  forced 
cities  to  begin  using  the  reduced  federal  job-training  funds  for 
the  specific  purpose  intended  -  job  training  -  instead  of  using 
the  funds  to  create  additional  government* clerical  jobs,  which  was 
often  the  case  under  the  CETA  program. 

Other  federal  budget  cuts,  especially  last  year's  decision  by 
the  Reagan  Administration  and  the  Congress  to  eliminate  the 
General  Revenue  Sharing  program,  were  not  appropriate  and  have  had 
a  profound  fiscal  impact  on  cities  all  across  the  country.  Some 
local  governments  are  shutting  off  street  lights,  cutting  back  on 
police  and  fire  protection,  and  cutting  other  essential  services 
as  a  result  of  the  loss  of  revenue  sharing. 

Still  other  federal  budget  cuts,  while  not  always  having  an 
immediate  effect  on  city  government  budgets,  have  resulted  in 
increased  demands  on  city  budgets  from  local  agencies. 

The  most  obvious  example  of  this  is  the  federal  cut  in  public 
housing  funds  and  other  housing  programs. 

Our  nation's  public  housing  stock  is  in  an  advanced  state  of 
deterioration.   Maintenance  programs,  so  badly  needed  to  halt  the 
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decay,  have  been  subjected  to  sharp  budget  cuts.  Many  public 
housing  apartment  buildings  are  in  such  an  advanced  state  of  decay 
that  they  are  beyond  renovation  and  require  demolition.  As  a 
result,  the  number  of  public  housing  units  available  for  low- 
income  housing  is  decreasing  significantly. 

At  the  seune  time  the  federal  government  has  lessened  its 
commitment  to  public  housing,  the  availability  of  private  low- 
income  housing  also  has  declined. 

Over  the  last  decade,  the  number  of  rental  households  earning 
under  $10,000  annually  increased  by  three  million.  During  the 
same  period  the  number  o?  rental  units  affordable  to  these 
low- income  households  declined  by  two  million. 

The  1986  Tax  Reform  Act  also  is  now  contributing  to  the 
nation's  shortage  of  low- income  housing.  Regardless  of  the 
appropriateness  of  the  tax  shelters  involve,  there's  no  question 
that  tax  reform  has  eliminated  or  greatly  curtailed  most  federal 
tax  incentives  for  the  private  investment  in  low-income  housing 
development. 

And  much  of  the  existing  privately  ovmed,  federally  assisted 
housing  will  be  at  risk  over  the  next  decade  as  long-term 
contracts  for  federal  subsidies  begin  to  expire,  with  the  o%mers 
likely  to  opt  out  of  low- income  occupancy  requirements. 

Other  federal  budget  cuts,  in  such  programs  as  Aid  to 
Families  with  Dependent  Children,  have  contributed  significantly 
to  the  problem  by  reducing  the  income  available  for  housing. 

Because  of  these  actions,  there  are  waiting  lists  to  get  into 
public  housing  in  cities  all  across  the  United  States.  In 
Louisville  we  have  more  than  three  thousand  families  waiting  to 
get  into  public  housing.  In  other  cities  the  waiting  list  has  as 
many  as  10,000  families. 

With  no  hope  of  securing  affordable  housing,  the  people  on 
the  waiting  lists  turn  to  their  city  governments  for  assistance. 
Or  they  simply  give  up  and  join  the  growing  ranks  of  the  homeless, 
another  problem  that  is  placing  additional  financial  strain  on 
local  government  budgets. 

The  result  of  all  these  federal  budget  cuts  is  that  cities 
are  faced  with  greater  demands  for  services  with  fewer  funds  to 
provide  those  services.  And  local  tax  increases  aren't 
necessarily  the  answer  because  many  states,  including  Kentucky, 
have  enacted  referenda  provisions  on  tax  increases  which,  in 
effect,  make  such  increases  impossible. 

This  discussion  is  an  important  part  of  my  testimony  in 
support  of  H.R.  4  because  the  Congress  should  not,  and  must  not, 
make  budget  decisions  in  a  vacuum.  The  Congress  should  make  its 
decisions  in  light  of  previous  federal  action  that  has  placed 
cities  under  tremendous  financial  strain. 
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Another  program  addressed  in  H.R.  4  that  hat  been  affected  by 
federal  budget  cuts  is  the  Urban  Development  Action  Grant  program. 
If  ever  there  was  a  program  that  fits  the  phrase  "public  -  private 
parntership,"  the  UDAG  program  is  it. 

UDAGs  have  been  a  critical  element  in  urban  development  since 
the  program's  inception,  with  more  than  2,400  projects  funded  in 
over  1,000  cities.  These  projects  involve  the  public  and  private 
investment  of  more  than  $26  billion,  while  creating  or  maintaining 
nearly  500,000  permanent  jobs. 

In  Louisville  three  vital  development  projects  were  possible 
only  because  of  the  UDAG  program  -  the  Galleria  shopping  and 
office  complex,  the  Broadway  Project  (phase  1)  and  Station  House 
Square  apartments. 

The  Urban  Development  Action  Grant  program  is  an  essential 
part  of  urban  development  and  it  should  be  funded  at  the  $300 
million  level  included  in  H.R.  4. 

The  Community  Development  Block  Grant  program  is  perhaps  one 
of  the  least  appreciated  and  most  misunderstood  of  all  urban 
programs  among  members  of  the  Congress.  I  would  like  to  take  a 
few  minutes  to  explain  in  some  detail  just  how  important  this 
program  is  to  urban  areas. 

The  Community  Development  Block  Grant  program  has  been  one  of 
the  most  successful  programs  in  the  revitalization  of  our  nation's 
cities.  It  is  a  program  that  exemplifies  the  federal-urban 
partnership  that  has  served  our  cities,  and  our  nation,  extremely 
well  for  many  years. 

The  Community  Development  Block  Grant  program  should  be 
reauthorised  by  the  Congress  at  the  level  of  funding  provided  for 
this  bill  -  $3.4  billion.  And  the  Congress  should  reauthorise  the 
CDBG  program  under  the  existing  objectives,  which  include  the 
provisions  that  51%  of  the  funds  should  benefit  low  and  moderate 
income  families;  the  funds  should  be  used  to  eliminate  slum  and 
blighti  and,  the  funds  can  be  used  in  emergencies. 

I  have  a  specific  reason  for  asking  that  the  CDBG  program  be 
reauthorised  with  these  objectives,  because  they  address  one  of 
the  greatest  misconceptions  about  the  Community  Development  Block 
Grant  program,  a  misconception  that  is  causing  some  in  the 
Administration  and  the  Congress  to  consider  eliminating  the 
flexibility  cities  now  have  in  spending  CDBG  funds.  This 
misconception  is  that  cities  do  not  use  CDBG  funds  to  provide  for 
human  needs. 

I  could  address  this  issue  by  citing  hundreds  of  examples  of 
how  cities  do  appropriate  CDBG  funds  to  provide  human  needs 
services  to  low  and  moderate  income  people. 
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Instead,  let  us  take  a  look  at  how  the  reauthorization  of 
CDBG  funds  fits  in  with  our  basic  national  urban  agenda.  I  submit 
to  you  that  this  country's  urban  agenda  includes  four  basic 
precepts:  1)  job  creation;  2)  helping  people  help  themselves  to 
remain  independent;  3)  improving  the  urban  housing  stock;  and,  4) 
providing  a  "safety  net"  for  those  mo^t  in  need. 

Some  specific  examples  can  demonstrate  how  CDBG-funded 
programs  address  these  basic  precepts  of  the  urban  agenda. 

Job  Creation  -  two  important  aspects  of  job  creation  are  job 
training  and  providing  citizens  with  the  flexibility  to  get 
out  of  the  house  and  work. 

^  One  Louisville  program  receiving  CDBG  funds  is  the 
Home  Builders  Institute,  a  job  training  and  placement 
program.  Jobless  individuals  are  trained  in  basic 
construction  skills  by  rehabilitating  dilapidated 
houses.  CDBG  funds  provide  construction  materials  and 
pay  a  portion  of  the  supervisor's  salary.  This 
relatively  new  program  has  rehabbed  houses  and  trained 
and  placed  90  workers  in  permanent,  full  time  jobs. 

^  CDBG  funds  also  are  used  in  Louisville  to  subsidize 
day  care  for  children  of  working,  low  income,  single- 
parent  families.  164  children  are  able  to  attend 
qualified  day  care  programs  because  of  this  subsidy. 
Without  it  many  of  the  single  parents  would  have  to  quit 
work  and  accept  welfare  because  they  could  not  afford 
day  care  costs  on  their  low  incomes.  It  would  cost  far 
more  to  pay  welfare  than  day  care  for  these  families. 

Helping  People  Help  Themselves  To  Remain  Independent  -  One 
could  call  this  the  "pay  me  now  or  pay  me  later"  precept  of 
the  urban  agenda.  There  are  countless  examples  of  this  type 
of  CDBG-funded  program  in  every  city.  Two  in  Louisville 
include: 

^  Project  Warm,  which  provides  free  basic  weatherization 
services  to  low-income  elderly  and  disabled  home-owners 
and  renters.  Each  year  Project  Warm  serves  about  600 
clients,  people  who,  without  this  free  weather-stripping 
and  insulation,  would  likely  lose  their  utility  service 
due  to  unpaid  bills  and,  perhaps,  even  their  very  homes. 

**  The  Emergency  Repair  Program  is  just  what  its  name 
implies.  Everything  from  new  roofs  to  furnace  repairs 
to  plumbing  repairs  are  provided  to  low-income  elderly 
and  disabled  homeowners.  Without  such  repairs,  many  of 
the  homes  would  become  uninhabitable  and  many  recipients 
of  this  service  would  likely  join  the  ranks  of .  the 
homeless. 
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Another  example  of  such  a  program  it  in  Birmingham,  Alabama t 

*  In  Birmingham,  CDBG  funds  permitted  the  Alabama 
Goodwill  Industries  to  move  into  a  larger,  fully 
accessible  building.  The  relocation  allowed  the 
Goodwill  Industries  to  expand  its  services  so  that  now 
the  agency  serves  1,722  handicapped  and  disabled  men  and 
women  from  the  Birmingham  area  through  work  evaluation, 
work  adjustment  training,  on-the-job  training,  sheltered 
employement  and  job  placement  assistance. 

Improving  The  Urban  Housing  Stock  -  There  is  no  more 
essential  human  need  than  providing  adequate  shelter.  Again, 
there  are  limitless  examples  of  how  cities  use  CDBG  funds  to 
address  this  third  precept  of  the  urban  agenda.  Let  me  cite 
a  few  that  Involve  major  housing  developments  for  moderate 
and  low  income  families. 

^  In  Cleveland,  Ohio  CDBG  funds  were  used  to  build  the 
first-market  rate  rental  housing  with  a  low  &  moderate 
income  component  (183  townhouse  and  garden  apartments) 
in  an  area  called  Hough,  one  of  the  city's  most 
deteriorated  neighborhoods.  The  Hough,  which  lost  65% 
of  its  population  and  49%  of  its  housing  between  1960 
and  1980,  now  has  affordable  housing  for  its  low  and 
moderate  Income  residents. 

^  Louisville  has  a  similar  development  that  involved 
CDBG  funds.  The  Phoenix  Hill  neighborhood  was  a  pocket 
of  blight  and  poverty  just  east  of  the  downtown  area. 
The  development  of  240  market-rate  garden  apartments  was 
the  first  significant  investment  in  -Phoenix  Hill  in 
decades.  The  project  is  a  great  success,  with  a  mix  of 
moderate  and  low  income  individuals  and  families  now 
living  there. 

"*  Another  major  housing  initiative  in  Louisville  made 
possible  by  the  use  of  CDBG  funds  is  the  Algonquin 
Neighborhood  Project,  which  Involves  a  partnership  of 
the  City,  a  state  housing  agency,  mortgage  companies  and 
private  investors.  87  dilapidated,  uninhabitable 
single-family  homes  will  be  renovated  and  sold  to  low 
and  moderate  income  families.  Those  with  incomes  as  low 
as  $12,000  will  be  able  to  purchase  these  homes,  with 
mortgage  payments  being  an  average  of  twenty  dollars  a 
month  less  than  the  current  rental  rates  for  similar 
houses  in  the  same  neighborhood. 

Each  of  these  housing  developments  includes  a  mix  of  moderate 
and  low  income  housing.  In  some  of  the  proposals  now  being 
discussed  regarding  the  future  of  the  CDBG  program,  these 
projects  would  not  be  eligible.  At  least  one  proposal  would 
restrict  CDBG  funds  for  only  the  lowest  Income  people.   That 
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would  result,  in  my  judgement,  in  cities  creating  new  pockets 
of  low  income  housing  with  perhaps  the  same  result  as  today's 
public  housing  projects.  The  mix  of  moderate  and  low  income 
housing  has  proven  far  more  successful  in  developing  a 
cohesive  neighborhood  atmosphere. 

Providincf  A  Safety  Net  For  Those  Most  In  Need  -  when  we  fail 
to  provide  enough  jobs,  adequate  housing  and  self-help 
programs,  this  precept  of  the  urban  agenda  is  the  last  chance 
for  our  society's  most  oppressed  people.  CDBG  funds  are 
vitally  important  in  providing  this  assistance: 

**  In  Louisville  CDBG  funds  provided  renovation  money  to 
open  a  day  shelter  for  the  homeless.  This  shelter 
provides  laundry  facilities,  personal  care  items  (soap, 
shampoo,  etc.)  and  counseling  services  seven  days  a 
week.  When  the  day  shelter  opened  in  April  of  1986,  75 
homeless  people  began  using  it  each  day.  Today,  that 
number  has  grown  to  250  people  per  day. 

**  In  Sacramento,  California  CDBG  funds  are  used  to 
support  a  program  that  helps  homeless  families,  the 
fastest  growing  segment  of  the  homeless  population.  The 
program  works  to  locate  homeless  families  in  emergency 
shelters  and  then  continues  its  efforts  to  see  that  the 
families  remain  together  and  eventually  rejoin  the 
mainstream  of  society. 

®  In  Providence,  Rhode  Island  CDBG  funds  provide  90 
percent  of  the  operating  budget  for  the  Hartford  Park 
Community  Center,  a  local  human  service  provider  located 
in  a  public  housing  project.  The  Center  provides 
breakfast  and  dinner  programs  for  senior  citizens, 
recreation  programs  for  children,  as  well  as  emergency 
clothing  and  crisis  counseling  for  area  residents. 

The  reauthorization  of  the  CDBG  program,  and  continued 
discretionary  use  of  those  funds  by  each  individual  city,  is 
essential  if  the  traditional  federal-urban  partnership  is  to 
continue. 

The  program  is  so  essential  to  cities  that  the  U.S. 
Conference  of  Mayors  and  cities  across  the  country  are  designating 
the  week  of  April  11-18,  1987  as  National  Community  Development 
Week.  News  conferences,  seminars  and  other  special  events  are 
being  scheduled  to  highlight  the  importance  of  the  CDBG  program  to 
cities  and  their  citizens. 

The  federal-urban  partnership  was  established  because  of  the 
we  11 -documented  fact  that  state  governments  are  dominated  by  the 
interests  of  suburban  and  rural  areas.  When  budget  cuts  come  at 
the  federal  level,  state  governments  merely  pass  them  on  to  the 
cities.  That  pattern  has  been  well-established  during  this 
decade . 
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I've  already  mentioned  how  federal  budget  cuts  have  begun 
eroding  that  partnership.  Now  there  is  another  ominous  cloud  on 
the  horizon. 

I'm  referring  to  a  report  last  year  by  a  private  commission 
headed  by  Senator  Daniel  Evans  (R-Washington)  and  former  Virginia 
governor  Charles  Robb  that  proposed  a  major  welfare  reform  plan. 
That  proposal  has  now  been  introduced  in  the  Congress  and  is  being 
considered  by  the  House  Ways  and  Means  Committee. 

If  this  welfare  reform  bill  is  enacted,  the  federal 
government  would  assume  about  90  percent  of  the  costs  of  Medicaid 
and  Aid  to  Families  with  Dependent  Children,  while  state 
governments  would  assume  responsibility  for  financing  a  number  of 
federal  programs,  such  as  mass  transit,  urban  development,  waste 
water  treatment  and  low-income  housing  programs. 

The  result  is  that  cities  would  be  put  at  the  mercy  of  state 
governments,  and  that  means  city  governments  would  end  up  assuming 
more  and  more  financial  responsibility  for  those  programs.  The 
U.S.  Conference  of  Mayors  estimates  this  transference  would  cost 
local  governments  about  $7  billion  annually. 

I  believe  it  is  appropriate  to  look  at  H.R.  4  within  the 
overall  perspective  of  the  federal-urban  partnership.  That 
partnership  is  essential  to  the  well-being  of  our  nation's  cities 
and,  therefore,  essential  to  the  well-being  of  our  nation. 

But  the  partnership  is  being  threatened  by  federal  action 
that  is  severely  undermining  the  fiscal  integrity  of  our  major 
urban  areas. 

There  is  a  very  real  danger  that,  if  not  checked  now,  federal 
budget  cuts  to  urban  areas  will  result  in  the  future  of  our  cities 
being  mortgaged  in  exchange  for  nothing  more  than  the  need  to  meet 
Administration  budget  targets,  unrealistic  and  arbitrary  budget 
targets  that  were  devised  in  the  time-honored  tradition  of  using 
blue  smoke  and  mirrors. 

Our  cities  deserve  better.  Our  cities  have  earned  more 
consideration  than  that. 

Thank  you. 


Digitized  by  VjOOQ IC 


472 


APPENDIX 


THE 

FEDERAL  BUDGET 

AND  THE  CITIES 


A  Review  of  the  President's  Budget 

for  Fiscal  Year  1988 

October  1, 1987  to  September  30, 1988 

JANUARY  1987 


Prepared  by 

UNITED  STATES  CONFERENCE  OF  MAYORS 

1620  Eye  Street,  Northwest 

Washington,  D.C.  20006 

(202)293-7330 


Digitized  by  VjOOQ IC 


473 


Copyright  1987  by  the  United  States  Conference  of  Mayors. 
All  rights  reserved. 

Published  by  the  United  States  Conference  of  Mayors 
1620  Eye  Street,  N.W..  Washington,  D.C.  20006 

John  J.  Ounther,  Executive  Director 
United  States  Conference  of  Mayors 

Additional  copies  of  this  publication  n>ay  be  obtained  fron>  the  U.S.  Conference  of 
Mayors,  1620  Eye  Street,  N.W.,  Washington,  D.C.  20006 

The  price  of  this  publication  is  $15.00 


Digitized  by  VjOOQ IC 


474 


OOtlTENTS 


OVERVIEW  i^ 

AGING  I 

ARTS  AND  HUMANITIES  1 

COMMUNITY  DEVELOPMENT  AND  HOUSING                              2 

DEFENSE  3 

DRUG  CONTROL  3 

ECONOMIC  AND  BUSINESS  DEVELOPMENT                              4 


EDUCATION 

EMPLOYMENT  AND  TRAINING 

ENERGY 

ENVIRONMENT 


HEALTH 


FISCAL  ASSISTANCE  7 

FOOD  STAMPS  AND  NUTRITION  7 


8 


HUMAN  SERVICES  9 

IMMIGRATION  REFORM  9 

INCOME  SECURITY  1q 

PUBLIC  SAFETY  10 

TRANSPORTATION  11 

VETERANS  •                                          12 


Digitized  by  VjOOQ IC 


475 


PREFACE 

This  report,  The  Federal  Budget  and  the  Cities,  examines  the  President's 
proposed  budget  from  an  urban  perspective.  It  begins  with  a  general  overview 
of  the  budget  and  then  addresses  the  various  federal  functions  that  are 
present  In  the  nation's  cities. 

The  budget  Is  the  single  roost  important  federal  document  published  each 
year.  It  Is  the  vehicle  for  formulation  of  national  economic  and  fiscal 
policy  and  represents  the  most  significant  and  comprehensive  collection  of  the 
priority  decisions  that  the  United  States  government  makes  In  the  course  of 
the  year. 

The  Fiscal  Year  1988  budget  comes  at  a  time  of  continuing  national 
concern  with  unemployment,  Illicit  drug  activity,  public  health  threats, 
hunger  and  horoelessness.  It  also  comes  at  a  time  when  many  cities  continue  to 
experience  deterioration  of  their  Infrastructures,  and  severe  economic  and 
fiscal  problems.  And  this  year,  the  deficit  reduction  target  mandated  by 
Gramro-Rudman-Hol lings  adds  to  the  concern  of  urban  leaders. 

This  budget  analysis  Is  prepared  by  the  staff  of  the  U.S.  Conference  of 
Mayors.  The  Conference,  established  In  1933,  represents  the  largest  cities  In 
America  —  those  with  populations  of  30,000  or  more.  Judgements  made  In  this 
analysis  are  based  on  policies  adopted  by  the  members  of  the  Conference. 

John  J.  Gunther 

Executive  Director 

U.S.  Conference  of  Mayors 

January  6,  1987 
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OVERVIEW 

While  some  positive  points  may  be  found  in  the  Administration's  budget 
proposal  for  Fiscal  Year  1988,  on  balance  it  represents  a  short-term,  short- 
sighted reaction  to  the  federal  deficit  problem.  More  specifically.  It  is  a 
budget  proposal  dominated  by  the  arbitrary  targets  of  the  Gramm-Rudman- 
Holllngs  deficit  reduction  legislation,  hemmed  in  by  the  Administration's 
inflexible  commitment  to  escalating  defense  spending,  and  by  Its  unwavering 
opposition  to  tax  Increases. 

The  Administration's  proposal  for  FY88  projects  $1,024  trillion  In 
spending  and  $916.6  billion  in  receipts.  The  resulting  $107.8  billion 
deficit  is  just  under  the  $108  billion  Gramm-Rudman-Hol lings  deficit  target 
for  FY88.  The  budget  projections  are  based  on  economic  growth  assumptions 
of  3.1  percent  In  1987  and  3.&  percent  r  19&8  (6NP  growth  In  constant 
dollars).  These  assumptions  are  substantially  higher  than  the  estimate  for 
1986  (2.7  percent)  and  the  projections  of  niost  private  economists.  Slower 
economic  growth  would  cause  higher  spending  and  reduced  revenues,  resulting 
in  a  larger  deficit  than  the  proposed  budget  projects. 

The  FY88  proposal  includes  spending  Increases  for  defense  and  a  number 
of  other  programs,  but  balances  these  with  a  $42.4  billion  package  of  defi- 
cit reduction  rneasures  In  order  to  meet  the  Granm-Rudman-Hol 1 1 ngs  target. 
Spending  cuts.  Including  many  cuts  and  terminations  of  urban  programs, 
represent  $18   billion  of  the  deficit  reduction  in  the  package.  $22.4 
billion  is  derived  from  revenue  changes"  which  Include  new  tax  collection 
procedures,  sale  of  federal  loans  and  other  assets,  and  more  user  fees  — 
but  no  tax  rate  Increases  or  major  new  taxes.  The  remaining  $1.3  billion 
represents  reduced  Interest  charges. 

The  Conference  of  Mayors  has  long  recognized  that  the  federal  deficit 
must  be  brought  under  control  and  that  the  nation  must  maintain  an  adequate 
defense.  The  Conference  has  also  acknowledged  that  In  order  to  meet  these 
goals  without  decimating  domestic  spending  programs,  increases  In  federal 
revenues  —  through  means  other  than  the  personal  income  tax  —  must  not  be 
ruled  out. 

Members  of  the  Conference  of  Mayors  are  responsible  for  planning  for  the 
future  of  their  communities.  They  know  that  failure  to  make  certain  key 
Investments  now,  whatever  the  pressure  of  the  moment  to  hold  back  on  those 
Investments,  is  to  compromise  that  future,  to  rob  our  children  and 
grandchildren  of  their  potential  and  their  heritage. 

From  this  perspective,  the  deficiencies  of  the  Administration's  budget 
proposal  are  clear,  and  they  are  serious. 

•  The  Administration's  proposal  would  continue  the  erosion  of  the 
federal /city  partnership  for  connunlty  and  economic  development  and 
maintenance  of  the  urban  Infrastructure,   t  would  again  cut  funding 
for  Community  Oeve  opment  Block  Grants  mass  transit  and  housing, 
would  terminate  Urban  Development  Action  Grarts  and  the  Economic 
Development  Admin  strat  on,  and  would  phase  out  construction  grants 
for  wastewater  treatment  plants. 
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•    Th€  budgtt  propotct  further  tptndlng  cuts  In  tht  prograns  which 
Invest  In  the  future  of  our  citlzeni  —  In  their  education    th«lr 
health,  their  safety,  their  preparation  for  smplojiwnt      Postponing 
nveiUients    n  thete  areas  Is  particularly  ihort-^tghtedi  It  will 
le«d  to  higher  costs  In  future  years  and  far  future  generation*.     The 
budget  a  so  propose*  cuts  In  nany  of  the  progratis  Mhtch  provide 
Incoise  assistance  and  basic  support  services  to  the  poor  --  at  a  tine 
when  hunger,  honelessness  and  poverty  are  Increasing  In  Many  of  the 
nation's  cities. 

e    The  budget  continues  the  distressing  trend  of  dumping  federal  fiscal 
pn>ble«s  on    ocal  9overnnent  through  changes  In  the  tax  code  and 
other  revenue  measures      t  imposes  on  state  and  local  governaents  an 
additional  $2.5  billion  In  manddied  costs  and  revenue  reductions  In 
FY88.     Cities  have  United  i\Mi  fre^^uentiy  regressive  tax  bases,  and 
are  In  danger  of  losing  tne^r  capacity  to  finance  basic  services  as 
they  nust  cope  with  an  Increasing  burden  of  federal  Mandates  and 
federal  encroachment  on  local  revenues  and  financing  tools.     An 
Increased  capacity  for  leadership  And  action  hd     developed  because  of 
the  cities'   partnership  with  the  federal   governnent  over  the  past 
several  decades;  there  Is  now  a  real  threat  that  federal  dunplng  of 
fiscal  problems  at  the  local  level  will  cripple  the  ability  of  city 
governments  to  maintain  this  capacity  in  the  years  ahead. 

Among  the  program  proposals  of  particular  concern  in  this  budget  docu- 
ment are  the  following: 

e    The  absence  of  a  General   Revenue  Sharing  program  in  FY88. 

e    Rescission  of  $375  million  from  the  current  $3  billion  FY87  budget 
for  the  Community  Development  Block  Grant,  and  reduction  of  funding 
to  $2.6  billion  In  FY88.  * 

e    Termination  of  the  Urban  Development  Action  Grant  program  In  FY88, 
and  rescission  of  all  but  $20  million  of  the  current  year's  appropri- 
ation. 

e    Emphasis  on  vouchers  for  assisted  housing,  with  no  significant  new 
housing  construction. 

e    Termination  of  the  Economic  Development  Administration  with  the 
rescission  of  $125  million  of  the  current  year's  funding. 

e    A  60  percent  cut  In  public  transportation  aid  --  from  $3.56  billion 
In  FY87  to  $1.37  billion  In  FY88. 

e    A  one-third  cut  In  wastewater  treatment  grants,  and  termination  of 
the  program  by  FY93. 

e    A  $4.7  billion  cut  In  Hedlcare  In  FY88,  and  the  generation  of  $2.3 
billion  In  new  revenue.  In  part  from  mandatory  coverage  of  state  and 
local  employees  and  Increases  In  the  Hedlcare  premium  level. 
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•  A  $1  billion  cut  in  Medicaid  payments  for  health  care  for  the  poor. 

•  No  new  funding  for  the  Section  202  housing  program  for  the  elderly. 

•  Cuts  In  all  three  programs  providing  assistance  to  state  and  local 
governnents  under  the  Anti-Drug  Abuse  Act  of  1986. 

c  A  one- fourth  cut  In  funding  for  education  programs,  primarily  through 
the  elimination  of  vocational  education  and  major  reductions  in 
student  financial  assistance  and  loan  programs. 

•  Current  fiscal  year  rescissions  of  $332  million  In  the  Job  Training 
Partnership  Act. 

•  Nearly  $800  million  In  cuts  In  nutrition  programs  In  FY88. 

•  Elimination  of  the  Legal  Services  Corporation  and  the  Work  Incentive 
Program. 

•  Cuts  In  several  Income  security  programs  for  the  poor.  Including  Aid 
to  Families  with  Dependent  Children,  totalling  about  $1.15  billion. 

•  Elimination  of  all  programs  providing  direct  financial  assistance  to 
state  and  local  law  enforcement  agencies. 

The  shifting  of  federal  revenue  problems  to  local  governments  takes 
several  forms: 

•  Extending  Medicare  coverage  to  all  state  and  local  employees  Is 
estimated  to  cost  $1.6  billion  In  FY88. 

•  Repealing  the  exemptions  from  gasoline  and  other  highway  excise  taxes 
Is  expected  to  cost  local  governments  $600  million  in  FY88. 

•  Changing  the  basis  for  sharing  receipts  from  mineral  leasing  and 
timber  sales  on  federal  lands  from  gross  to  net  receipts  would  cost 
state  and  local  governments  an  estimated  $340  million  In  FY88. 

The  President's  budget  also  contains  several  proposals  to  create  or 
Increase  funding  for  programs  of  benefit  to  cities.  Among  these:  a  28 
percent  increase  for  AIDS  research  and  education;  a  $10  million  increase  In 
the  Emergency  Food  and  Shelter  Program;  the  addition  of  nearly  $100  million 
for  acid  rain  research;  the  creation  of  a  new  $85  million  demonstration 
program  to  reduce  infant  mortality  through  case  management. 

With  this  budget  analysis  as  a  base,  the  Conference  of  Mayors  stands 
ready  to  work  with  the  Administration  and  the  new  Congress  on  a  federal 
budget  that  encourages,  not  discourages,  the  development  of  strong  local 
economies  throughout  the  nation.  The  Conference  stands  ready  to  work  toward 
a  federal  budget  that  strikes  a  true  balance  between  the  needs  of  our 
citizens  and  the  constraints  of  current  fiscal  policy. 
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KEY  URBAN  PR06RANS 

A  10  Year  Ptrspectlve 

(Budget  authority  In  billions) 


Conmunlty  Oevtlopoient  Block  Grants 
Urban  Oavelopmtnt  Action  Grants 
General  Revenue  Sharing 
Urban  Mass  Transit 
Eiiployment  and  Training 
Economic  Development  Administration 
Law  Enforcement  Assistance 
Clean  Water  Construction 


FY78  Actual 

FY88  Proposed 

$3.6 

$2.6 

.4 

-0- 

6.9 

-0- 

2.0* 

1.4 

9.6* 

3.4 

.5 

-0- 

.6 

-0- 

4.5 

2.0 

$».l 

TO 

\Sl  in  actual 

dollars 

-67« 

^E  adjusted 

for 

Inflation 

-80S 

Assisted  Housing  (In  units)  338.000  102.000 

Total  DECREASE  In  households  assisted        -70S 


Defense  $117.9  $312.0 

Total   INCREASE  In  actual  dollars  tl64S 

Total   INCREASE  adjusted  for  Inflation        t56S 
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PROPOSED  FY88  REDUCTIONS  IN  SELECTED  FEDERAL-URBAN  PROGRAMS 


CHANGE  IN  BILLIONS  OP  DOLLARS 

PROGRAM FY87  TO  FY88 

Community  Development  Block  Grant  -  .40 

Urban  Development  Action  Grants  -  .23 

HUD  Assisted  Housing  -3.90 

Rental  Rehabilitation  Grants  -  .13 

Housing  Development  Action  Grants  -  .10 

Economic  Development  Administration  -  .19 

Clean  Water  -  .40 

Mass  Transit  -2.10 

Drug  Enforcement  -  .23 

Juvenile  Justice  -  .07 

Justice  Assistance  -  .04 

Education  -5.50 

Food  Stamps  -  .28 

Child  Nutrition  -  .47 

Medicare  -4.70 

Medicaid  -1.30 

Social  Services  -  .07 

Legal  Services  Corporation  -  .31 

Work  Incentive  Program  -  .10 

Aid  to  Families  with  Dependent  Children  -  .32 

Child  Support  Enforcement  -  .15 

Low  Income  Home  Energy  Assistance  -  .60 

Refugee  and  Entrant  Assistance  -  .09 

TOTAL  -21.68 
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MING 


Tht  Ad«1n1itr«t1on*i  FY88  budgtt  rtqu^sts  a  numbtr  of  changes  which  will 
adveri«lj^  4ff*ct  programs  that  benefit  the  elderly.  These  Include  no  new 
funding  for  the  Section  202  tLtiLi  iy  iio^slng  prograai;  reductions  In  health 
benefits  And  Increased  out-of-pocket  expenses  In  the  Medicare  program; 
reduction*  (n  aging  research  and  training  programs;  and  the  folding- In  of 
funds  for  nutrition  and  social  services  programs  of  the  Older  Americans  Act 
with  other  human  service  programs. 

e  The  FY88  budget  provides  no  new  funds  for  Section  202  elderly  housing 
(with  Its  accompanying  Section  8  rent  subsidy).  Rather,  the  Admin- 
istration will  request  that  2,000  units  ($91  million  of  direct  loan 
and  $2<7  million  for  rent  subsidy)  of  the  12.000  units  funded  for  FY87 
be  postponed  to  FY88. 

e  The  budget  proposes  that  Medicare  funding  of  $81.9  billion  Include  a 
number  of  legislative  and  regulatory  changes  to  reduce  outlays  by  $4.7 
billion  and  Increase  revenues  by  $2.3  billion.  These  proposed  actions 
Include:  a  delay  In  Initial  Medicare  coverage  ($295  million);  reduc- 
tion In  physician  '  fees  ($200  million);  repeal  of  a  number  of  new 
services  provided  In  the  Omnibus  Reconciliation  Act  of  1986  ($323 
mtlHonJ;  and  an  Increase  In  Part  B  premiums  ($571  million). 

e  The  budget  proposes  that  funding  for  Older  Americans  Act  programs  be 
Included  within  the  proposed  Social  Services  Discretionary  Programs  to 
be  funded  at  $2,2  billion,  a  $69  million  reduct  on  b^low  the  current 
FY87  level.  While  the  budget  does  not  specify  the  funding  level  for 
each  of  the  26  programs  of  the  proposed  consolidated  funds.  It  antici- 
pates the  transfer  of  $12.5  million  (which  Is  half  of  FY87  funds)  for 
«g1ng  research  and  training.  Older  Americans  Act  programs  up  for 
reaothortzat  on  In  1987  were  appropriated  In  FY87  at  $725  million; 
these  nc^ude:  support  services  and  centers  ($270  million);  congre- 
gate meals  (J34e  million);  home- delivered  meals  ($74  million);  and 
training  and  research  ($25  million). 

In  1986  the  Census  Bureau  reported  that  the  number  of  persons  aged  65  or 
;^o•^]Jy^"'  ^"  poverty  had  Increased  126,000  (3.5  million  In  1985  compared  to 
3.3  million  In  1984),  representing  the  highest  poverty  rate  (12.6  percent) 
among  adults.  Each  d«y  over  5,000  persons  reach  the  age  of  65;  this  repre- 
sents a  net  Increase  of  over  a  half-million  each  year.  At  a  time  of  In- 
creasing numbers  of  older  persons,  particularly  the  very  old,  combined  with 
proposed  cuts  In  many  federal  programs  that  directly  and  Indirectly  benefit 
the  elderly,  cities  are  being  asked  to  assume  Increased  responsibilities. 

ARTS  AND  HUMANITIES 

National  Endowment  for  the  Arts  (NEA) 

The  FY88  Administration  budget  request  for  the  National  Endowment  for  the 
Arts  Is  $145.2  million.  The  request  Is  $19.9  million,  or  12  percent,  less 

-1- 


Digitized  by  VjOOQ IC 


482 


than  the  $165.1  Million  In  funds  appropriated  by  Congress  In  FY87.  Proyrws 
In  the  NEA  of  special  Interest  and  support  to  cities  are  the  Design  Arts 
Program,  the  Visual  Arts  Program,  and  the  Local  Programs,  which  help  to 
support  local  arts  agencies. 

National  Endowront  for  the  HumanUles  <NEHj^ 

The  Nat  ona  tndowmeot  for  the  Humanities  supports  research,  scholarship, 
education,  and  general  aadieote  programs  Irt  the  humarltles.  The  Administra- 
tion s  FYSa  budget  request  Is  $126.8g  mill  on  or  $15.6  million  10,9  per- 
cent), less  than  the  Congressional  FY87  appropriation  of  $142.49  mi   on   NEN 
programs  of  importance  to  cities  Include  humanities  ostruction  in  elementary 
schools,  secondary  schools,  and  Institutions  of  higher  learning  many  of  which 
are  In  cities;  fellowships  and  seminars  for  college  and  secondary  school 
teachers,  independent  scholars,  and  younger  scholars;  public  humanities  pro- 
jects; and  humanities  projects  in  museums,  historical  organizations,  and 
libraries. 

Institute  of  Museum  Services  (IMS) 

The  Institute  of  Museum  Services  provides  funds  through  annual,  competi- 
tive grant  programs  to  help  the  nation's  museums  meet  operating  expenses  and 
conservation  needs.  In  Its  FY88  budget  request,  the  Administration  has 
requested  $19.25  million  for  the  IMS.  a  substantial  Increase  over  Its  $330,000 
request  In  FY87.  Still,  this  represents  a  decrease  of  $2  million  from  the 
FY87  Congressional  appropriation  of  $21.25  million. 

COMMUNITY  DEVELOPMENT  AND  HOUSING 

^Bii(|ii|]fl^  neve1[>pfflent 

In  the  Administration's  FY88  proposal.  Community  Development  Block 
Grants  CDBG   funded  at  $3  billion  in  FY87,  would  face  a  $375  million  rescis- 
sion, of  current  budget  authority;  the  lower  FY87  funding  level  produced  by 
the  rescission,  $2,6  billion.  Is  proposed  again  for  FY88.  To  accompany  the 
cut  In  CDBG  the  Administration  would  develop  a  targeting  plan  to  direct  funds 
to  connunltles  showing  the  greatest  need.  The  budget  also  proposes  that  new 
housing  construction  be  considered  an  eligible  CDBG  activity. 

The  budget  proposes  that  the  Urban  Development  Action  Grant  (UDAG)  pro- 
gram be  terminated.  The  Administration  also  proposes  to  rescind  all  but  $20 
million  of  the  FY87  UDAG  appropriation  of  $225  million.  This  would  include 
the  January  metro  round.  The  Section  312  Rehabilitation  Loan  and  Section  108 
Loan  Guarantee  programs  are  also  terminated. 

Housing 

The  Administration  proposes  to  continue  to  emphasize  vouchers  as  the 
"cornerstone"  of  its  housing  policy.  Hence,  the  budget  proposes  to  provide 
99,000  additional  vouchers  (79,000  Housing  and  Urban  Development  vouchers  and 
20,000  Farmers  Home  Administration  vouchers).  In  addition,  the  budget  pro- 
poses to  provide  3,000  units  of  new  housing  construction  specifically  for 
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Indians  and  for  the  elderly  and  handicapped.  In  turn,  the  Administration 
proposes  to  provide  102,000  additional  households  with  subsidies  In  FY88. 

^  *?**r2''  Pw'^^^c  housing^  the  budget  proposes  $1  billion  for  modernization, 
and  $1,462  billion  for  public  housing  operating  subsidies.  The  Administration 
proposes  a  shift  of  $436,9  ml  lion  of  public  housing  modernization  FY87  funds 
to  FY88,  which  would  result  In  a  $1  bill  on  program  for  each  fiscal  year.  The 
budget  also  proposes  that  $85.3  million  of  appropruted  public  housing  opera- 
t  ng  funds  be  shifted  from  FY87  to  FY38.  According  to  HUD,  these  shifts  are 
not  deferra  s  under  the  Impoundment  Control  Act.  Supp1em»nta1  language  will 
be  sent  to  Congress  to  request  thi>  shift  of  these  funds. 

There  are  a  number  of  other  rescissions  of  FY87  funds  in  the  FY88  budget: 
2,500  units  are  rescinded  frofli  the  appropriated  7,500  for  Section  8  Moderate 
Rehabilitation;  the  entire  <ppropri*ted  $99.5  million  for  Housing  Development 
Grants  (HoDAG)  Is  rescinded;  $125  mi     Ion  of  the  $200  million  appropriated  for 
Rental  Rehabilitation  Is  rescinded,  «av1ng  $75  million.  The  Rental  Rehabili- 
tation program  would  be  funded  at  $75  million  In  FY88. 

DEFENSE 

Total  defense  spending  authority  would  Increase  to  $312  billion  under  the 
Administration's  budget  proposal  for  FY88,  about  a  3  percent  Increase  In 
after-Inflation  dollars  from  the  level  approved  by  Congress  for  FY87,  Defense 
spending  represents  29  percent  of  total  proposed  spending  for  FY88.  In 
addition,  the  Administration  Is  requesting  a  $2.8  billion  supplemental  appro- 
priation for  defense  In  the  current  budget  year.  To  accommodate  the  addi- 
tional defense  spending  without  Increasing  the  FY87  budget,  the  Administration 
Is  proposing  rescissions  In  non-defense  pro^rarn  spending  already  appropriated 
for  this  year,  Including  cuts  In  priority  city  programs. 

DRUG  CONTROL 

The  budget  proposes  sharp  reductions  In  FY88  In  the  funds  provided  by  the 
Antl-Orug  Abuse  Act  of  1986  to  assist  state  and  local  governments  In  combat- 
ting the  drug  epidemic:  1)  No  funds  are  Included  for  assistance  to  state  and 
local  law  enforcement  ($225  million  was  authorized  for  this  In  FY87);  2)  the 
$252  minion  Included  In  the  Act  for  research  and  treatment  Is  to  be  spread 
over  FY87  and  FY88;  and  3)  $100  million  Is  Included  for  drug  education;  this 
Is  half  of  the  FY87  level. 

Funding  for  the  Alcohol,  Drug  Abuse  and  Mentel  Health  Block  Grant  will 
continue  at  the  current  level  of  $495  million. 

The  budget  requests  an  additional  $61.3  million  to  Increase  personnel  In 
the  Drug  Enforcement  Agency,  the  Federal  Bureau  of  Investigation,  U.S. 
attorneys*  offices  and  other  parts  of  the  Department  of  Justice. 
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ECONOMIC  AND  BUSINESS  DEVELOPMENT 

A  major  change  from  previous  Administration  budgets  Is  the  continued 
funding  for  the  Small  Business  Administration,  although  this  would  be  at  the 
cost  of  terminating  the  Minority  Business  Development  Agency  within  the 
Department  of  Commerce.  In  previous  years,  the  Administration  has  proposed 
the  opposite:  the  consolidation  of  SBA*s  programs  Into  MBDA.  In  FY88,  It  Is 
proposed  that  MBDA's  programs  be  consolidated  Into  SBA*s  Office  of  Minority 
Small  Business  and  Capital  Ownership  Development.  The  Administration  also 
proposes  the  sale  of  a  portion  of  SBA's  related  loans  In  the  government's 
portfolio. 

Once  again,  the  Administration  proposes  the  elimination  of  the  Economic 
Development  Administration.  The  Administration  also  proposes  a  rescission  of 
$125  million  to  terminate  the  EDA*s  assistance  programs  this  year. 

The  International  Trade  Administration,  which  has  responsibility  for 
trade  development  and  administration,  is  to  receive  a  slight  Increase  In  Its 
proposed  budget,  while  the  U.S.  Travel  and  Tourism  Administration  will 
continue  to  be  funded  at  $12  million,  only  If  new  user  fees  are  collected  from 
the  travel  Industry. 

EDUCATION 

The  Administration  proposes  rescissions  of  approximately  $2.5  billion  In 
this  year's  $19.5  billion  budget  for  the  programs  under  the  Department  of 
Education,  and  further  cuts  of  $3  billion  in  FY88.  This  effectively  cuts  the 
Department's  budget  by  about  one-quarter,  reducing  It  to  $14  billion  in  FY88. 
Three  programs  absorb  the  bulk  of  the  proposed  cuts.  Vocational  education, 
for  which  $900  million  was  appropriated  in  FY87,  is  proposed  to  be  eliminated 
in  FY88.  Student  financial  assistance  is  proposed  to  be  reduced  from  $5.5 
billion  in  FY87  by  a  $1.3  billion  rescission,  and  to  be  further  reduced  from 
this  level  to  $3.3  billion  in  FY88.  The  Administration  proposes  a  rescission 
that  would  cut  guaranteed  student  loans  from  the  estimated  FY87  level  of  $3.3 
billion  to  $2.7  billion,  and  then  to  reduce  the  program  further  to  $1.2  bil- 
lion in  FY88. 

EMPLOYMENT  AND  TRAINING 

Funding  for  employment  and  training  would  increase  to  $4.4  billion  in 
FY88  from  the  current  level  of  $3,7  billion.  Funding  for  the  Job  Training 
Partnership  Act  (JTPA)  would  be  reduced  to  $3.4  billion  In  FY88,  but  a  new 
propgram  for  displaced  workers  is  proposed,  with  funding  requested  at  $980 
million.  The  budget  proposes  two  new  Initiatives. 

The  first  new  initiative  is  the  $980  million,  redesigned  worker 
adjustment  program  which  would  meet  the  needs  of  all  dislocated  workers. 
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rtgardltst  of  thtir  rtasons  for  untfiiployiMnt.  Funding  would  bt  generated  by 
the  transftr  and/or  rescission  of  funds  In  Employment  Services  and 
Unemployment  Insurance;  also  an  estimated  $640  million  would  come  from  new 
revenues. 

The  sedond  requests  an  amendment  to  Title  II  of  JTPA,  replacing  the 
current  Summer  Youth  Employment  Program  with  a  program  allowing  local  areas  to 
provide  additional  services.  These  services  could  Include  a  year-round 
training  program  for  AFDC  youth  between  the  ages  of  14  and  21.  Local  areas 
would  have  the  option  of  utilizing  this  new  program  or  continue  with  the 
traditional  summer  (II-B)  program  for  economically  disadvantaged  youth.  This 
program  would  be  funded  at  $800  million,  representing  an  Increase  In  FY88  of 
$S0  million  over  the  $7S0  million  authorized  for  the  Summer  Youth  Employment 
Program  for  FY87. 

A  rescission  of  $332  million  is  proposed  In  FY87  for  the  Employment  and 
Training  Services  function.  Including  reductions  In  the  Block  Grant,  SYEP,  and 
the  Dislocated  Worker  (Title  III)  Assistance  Program. 

The  FY88  budget  request  Includes  $1.78  billion  for  the  basic  grants, 
a  continuation  of  the  FY87  dollar  level. 

The  Job  Corps  program,  which  provides  remediation  and  vocational  skills 
training  to  disadvantaged  youths  between  16  and  21  years  of  age,  would  remain 
at  approximately  the  current  funding  level  ($651.7  million)  In  order  to 
maintain  all  existing  centers. 

Other  Programs 

The  Administration  Is  requesting  $200.9  million  for  National  Programs  for 
FY88.  This  would  Include  assistance  to  Native  Americans,  migrants  and  season- 
al farmworkers,  veterans,  national  commissions  and  pilot  demonstration  ef- 
forts. This  represents  approximately  $9  million  less  than  was  appropriated 
for  FY87. 

The  WIN  program  Is  again  slated  for  elimination.  This  program  Is 
designed  to  help  AFDC  recipients  obtain  employment. 

The  Comprehensive  Community  Service  Employment  Program  would  remain  at 
the  FY87  level  of  $326  million.  This  Jobs  program  Is  authorized  under  Title  Y 
of  the  Older  Americans  Act. 

The  Administration  proposes  to  eliminate  all  federal  support  for  voca- 
tional education;  $900  million  were  appropriated  In  FY87. 

The  Program  Year 

JTPA  established  a  nine-month  forward- funding  cycle  by  creating  a  program 
year  period  which  begins  July  1  and  ends  June  30.  The  FY88  budget  proposal  for 
^F^.l*  ^^^  expenditures  that  will  begin  on  July  1,  1988  and  run  through  June 
30,  1989.  The  newly- proposed  dislocated  worker  program  would  operate  on  a 
normal  fiscal  year  basis,  as  opposed  to  Its  current  JTPA  program  year  basis. 
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ENERGY 

The  Administration's  FY88  budget  proposal  for  the  Department  of  Energy  Is 
$13.9  billion,  a  10  percent  Increase  over  the  FY87  budget.  Actual  program 
activity,  however.  Is  essentially  unchanged,  due  to  substantial  funds  that 
were  carried  over  to  FY87  from  prior  years.  Budget  requests  for  defense 
activities  and  nuclear  waste  activities  are  up  slightly  again  this  year;  but 
programs  of  Importance  to  cities  are  sharply  curtailed,  and  $256.7  million  in 
FY87  rescissions— mostly  from  urban  programs—are  being  proposed  to  Congress. 

In  the  research  and  development  area,  the  largest  cuts  are  In  conserva- 
tion research  and  development  at  $80.1  million,  down  from  $161.1  million  in 
FY87;  solar  and  other  renewables  at  $93.6  million,  down  from  $146.3  million; 
and  fossil  energy  at  $169.4  million,  down  from  $301.9  million  last  year. 
These  programs  also  are  the  targets  of  $75.6  million  in  proposed  rescissions 
for  FY87. 

The  Administration  proposes  no  federal  funds  in  FY88  for  the  conservation 
grants  program,  which  has  provided  funds  to  state  and  local  governments  to 
undertake  energy  conservation  measures.  The  budget  document  notes  that  the 
states  have  available  large  sums  specifically  earmarked  for  conservation  and 
other  energy- related  activities  from  settlement  of  oil  pricing  and  allocation 
violations.  In  addition,  rescission  of  $112.4  million  in  FY87  funds  is  pro- 
posed, thus  limiting  FY87  funds  for  this  program  to  $134  million  in  non-feder- 
al funds  from  oil  overcharge  settlements. 

In  this  year's  budget  document,  the  Administration  restated  last  year's 
proposals  for  selling  the  Naval  Petroleum  Reserves  at  Elk  Hills  (CA)  and 
Teapot  Dome  (WY)  and  the  five  power  marketing  administrations. 

ENYIRONNENT 

The  Administration's  budget  for  environmental  programs,  for  the  first 
time  in  years,  calls  for  increases  in  funding  for  some  very  important  programs 
to  cities.  Still,  1n  perhaps  the  largest  of  all  federal  urban  environmental 
programs  -  the  Construction  Grant  Program  for  wastewater  treatment  plants  - 
the  Administration  has  again  called  for  program  termination  by  FY93.  A  closer 
look  at  the  budget  reveals: 

•  The  Funding  of  Construction  Grants  at  $12  Billion  Through  FY93  -  This 
funding  amount  is  $6  billion  less  than  that  level  which  would  have 
been  authorized  by  the  Clean  Water  Act,  pocket  vetoed  by  the 
President  at  the  close  of  the  99th  Congress. 

•  Operating  Program  Workyears  Reduced  by  One  Percent  at  EPA  -  The  EPA 
operating  budget  supports  basic  implementation  of  federal  environmen- 
tal programs  and  assistance.  While  most  programs  lose  proportionally 
in  the  FY88  budget,  water  quality  programs  lose  the  most,  with  small 
Increases  proposed  in  pesticides  and  hazardous  waste.  In  addition 
state  and  local  grants  for  environmental  programs  are  up  $9.5  million 
over  FY87. 
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•  Addition  of  Citan  Coal  T«chnoloQv  Dtwonit rat loot  and  Acid  Rain 
Riliirch  •  Thf  budgtt»  in  an  trfort  to  impUmnt  tht  Sptclal  Envoys  * 
Rtport  on  Acid  Rain,  calls  for  $96,5  million  In  add  rain  rtstarch, 
Includtd  In  this  amount  Is  $7  million  for  rttroflttlng  coal  flrt 
burntrs. 

•  Croat ion  of  a  Wtll  Htad  Prottctlon  Planning  Program  at  Statt  Ltvtl  - 
Includtd  In  tht  funding  rtqutst  for  tht  Impltmentatlon  of  tht  Saft 
Drinking  Wattr  Act  Is  $8  million  for  statt  wtll  htad  prottctlon 
planning  programs. 

t  Suptrfund  -  Undtr  tht  Suptrfund  Amtndmtnts  of  1986,  an  independent 
source  of  funding  —  tht  suptrfund  environmental  tax  --  was  legisla- 
tively created   This  new  funding  source  is  expected  to  generate  $1,6 
bi   on  n   Kuperfund  rtvtnues  for  FY88;  this  is  the  amount  being 
rffquttted  by  the  Administration.  However,  the  Administration's 
rtqutst  is  still  $225  million  loss  than  the  authorization  level. 

FISCAL  ASSISTANCE 

Tht  Administration  proposes  no  funding  for  General  Revenue  Sharing  grants 
in  FY88;  $228,000  in  outlaws  would  be  provided  for  staff  and  other  exptnsts 
associated  with  closing  down  the  Troasury  DepartrMnt's  Office  of  Revenue 
Sharing.  A  small  Interior  Departflwot  program  of  piymtnts-1n-11eu  of  taxes 
would  rtmain  at  tht  FY87  level  of  tlo&  mm  Ion.  However,  tht  Administration 
s  ayain  propoiing  that  sharing  with  state  and  local  governments  of  receipts 
frofli  miner*  and  timber  exploitation  on  federal  lands  be  on  a  net  rather  than 
the  tradtt  onal  gross  basis;  this  change  would  reduce  state  and  local  receipts 
from  $800  million  In  FY86  to  $460  million  in  FY88,  for  a  loss  of  about  $340 
million. 

FOOD  STAMPS  AND  NUTRITION 

The  FY88  budget  proposes  $11.7  billion  for  the  Food  Stamp  Program,  a 
reduction  of  $109  million  from  FY87  funding  and  $278  million  less  than  pro- 
vided for  in  current  law.  The  Administration  proposes  to  cut  $264  million  by 
withhoNIng  fund  frotfi  state*  for  erroneous  food  stamp  payments.  Nutrition 
assistance  for  Puerto  Rico  is  proposed  at  $825  million  in  FY88,  a  reduction  of 
$27  mi   on  from  FY87,  which  returns  the  program  to  the  level  it  was  at  when 
it  was  enacted  in  1982. 

Supplemental  nutrition  assistance  for  Women,  Infants,  and  Children  (WIC) 
is  proposed  at  $1.7  billion,  an  Increase  of  $24  million  from  FY87.  This 
amount  wH  I  support  3.3  million  participants  per  month,  less  than  the  3.4 
million  participating  under  the  FY87  program.  Proposed  cuts  in  child  nutri- 
tion proy  ram*  total  approximately  $470  million  below  the  FY87  funding  level. 
I5\  ?r?f*^  ^"^  ^*  ^"  *^*  *^^^^^   l""c>»  program-from  $2.8  billion  In  FY87  to 
$2.5  billion  in  FY88;  the  Administration  Is  proposing  to  eliminate  nutrition 
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subsidies  for  meals  served  to  children  fron  fanllles  Mith  Incones  above  185 
percent  of  the  poverty  level.  Funding  proposals  for  other  child  nutrition 
programs  are  as  follows:  school  breakfast  ($454  million  or  $2  million  more 
than  FY87);  child  care  feeding  ($373  million,  $163  mf  on    «s£  than  FY87); 
and  summer  feeding  ($115  million,  $12.8  million  less  than  FYS?).  The  Adminis- 
tration proposes  to  eliminate  the  special  milk  program  ($18.3  million  in  FY87) 
and  nutrition  education  and  training  ($5  million  In  FY87).  As  in  past  years, 
the  FY88  budget  calls  for  the  elimination  of  the  temporary  emergency  food 
assistance  program,  which  Is  presently  at  $50  million. 

HEALTH 

The  President's  FY88  budget  proposes  large  reductions  In  spending  for 
federal  programs  affecting  the  health  of  city  residents:  overall,  the  Admin- 
istration proposes  a  $6.7  billion  reduction  in  major  medical  programs  from  the 
projected  FY88  level  of  spending  for  current  services.  The  largest  federal 
health  program.  Medicare,  providing  health  insurance  for  the  elderly,  poor  and 
disabled,  is  scheduled  for  a  $4.7  billion  reduction  from  current  services  and 
an  Increase  of  $2.3  bill  on  n  revenue  generated  through  legislative  and 
regulatory  initiatives.  Proposed  alterations  for  this  program  Include 
increasing  revenues  through  mandatory  coverage  of  al  state  and  local 
employees  ($1.6  billion)  increas  ng  Hed  care  Part  B  premiums  to  25  percent 
for  current  enrol lees,  35  percent  for  new  enrol lees  and  50  percent  for  third 
party  payers  ($571  million);  and  repealing  provision  of  last  year's  budget  law 
which  expanded  coverage  to  vision  care,  additional  occupation  therapies,  and 
the  services  of  physician  assistants  ($323  million). 

(The  budget  document  contains  no  mention  of  the  expansion  of  the  Medicare 
system  to  cover  catastrophic  health  insurance,  proposed  last  November  by 
Department  of  Health  and  Human  Services  Secretary  Otis  Bowen  in  response  to 
President  Reagan's  "State  of  the  Union"  address  request.) 

Administration  proposals  for  Medicaid,  the  federal  health  care  program 
for  the  poor,  would  limit  federal  payments  to  $25.4  billion  in  FY88,  a  $1.3 
billion  cut  from  currer^t  spending  projections.  Additionally,  the  President's 
budget  would  reduce  spending  by  $360  million  in  FY88  through  the  elimination 
of  all  spec  a  matching  rates  for  state  and  loca  admin  strati ve  costs, 
including  fraud  control  and  wou  d  reduce  matching  payments  for  excessively 
high  administrat  ve  costs   The  Administration  proposes  to  undertake  a  new  $85 
million  init  ative  to  reduce  nfant  mortality  through  demonstration  and  waiver 
projects  to  provide  comprehensive  case  management  to  pregnant  women,  including 
teenagers. 

Funding  for  AIDS  research  and  education  is  requested  at  a  $534  million 
level,  a  $118  million  increase  (28  percent)  over  the  FY87  amount.  Funding  for 
major  block  grants  (Maternal  and  Child  Health,  Community  Centers  and  Preven- 
tive Health  Services)  are  retained  at  their  FY87  levels  ($478  million,  $400 
million  and  $90  million,  respectively).  In  addition,  the  Administration's 
budget  would  rescind  $74  million  in  FY87  funds  for  the  care  of  "high  Income" 
non-service-disabled  veterans. 
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MMM  SCRVICCS 


In  t^  A^wlnlstratlon's  FT88  butfgtt  rtqutst.  «  warltty  of  social  sorvico 
projraw.  Ificludlfig  Htotf  SUrt,  clilld  wtUart  and  Oldtr  Antrlcans  Act  progrtM 
wpyid  bo  coi^lfwd  In  •  *9Mtric  *pproprur       roouost"  for  social  sorvlces 
OMtrctlort4J-X  pr^rmt  of  1?,2  btUlwi,  |69  «nUoA  i>«Jow  tUt  FT87  Itvtl  for 
th««*  proflrw.    Tht  fr88  tiud9*t  pwbHih^d  b^  th«  u,s,  Oopartatfit  of  Ktalth 
and  Htj«*n  Stn^kci  wpUtrti  th^t  'thli  9»ft«rU  r*qu«it  Is  In  no  way  a  block 
»r4nt  c«noTM*ilMi  pfO(K>i»K-  *rtd  that  fuoding  allocations  awong  the  program 
Include  wouU  t>«  Mad*  b>  tht  D*f*ru»nt,     S»v*ril  di^cret  onary  program  now 
undor  fa«Hj  social  t«fvU<4  Hould  b«  tf*nif€rr«d  to  th€  gtnoric  appropria- 
tion, Itaving  onljr  tho  fotUr  cart  and  adoption  assistance  ontltltattnts  In 
tKat  catogory* 

SupplMMital  funds  of  $165  irtlllon  art  rtqutsttd  for  faailly  social  str- 
vlcts  for  FY88;  all  but  M3  millon  of  thtst  funds  would  coa»  fro«  othtr 
prograM,  Including  aging  rtstarch»  child  utlfart  strvlcts  and  tht  Social 
Strvlcts  Block  firant.    Funding  for  tht  Social  Strvlcts  Block  firant  Is 
rtqutsttd  at  12.7  billion,  tht  FY87  Itvtl. 

Both  tht  Ltgal  Strvlcts  Corporation  and  tht  Work  Inctntlvt  Progran  art 
slattd  for  tllwlnatlon  In  FYBS.    FY88  funding  of  $310  Million,  $S8  Million 
btlow  tht  FY87  Itvtl,  Is  propostd  for  tht  Coaiminlty  Strvlcts  Block  firant,  to 
btgin  a  phast-out  of  tht  prograai,  according  to  tht  budgtt  docuMtnt. 

Homltssntii 

For  tht  first  tint  tht  AdMlnl strati  on  proposts  funding  that  rtlatts  to 
hOMltssntss.    For  FY87  Congrtss  approprlattd  $70  m1      oft  for  th«  EMtrgtncy 
Food  and  Shtlttr     rorjrjm  ddwtniitered  by  tht  Ftdtral  Energ^flcy  Kanag*n»nt 
AtjttFPLy,    Lfit  AiiminUtr*tlof>  pr£>pQ*«  (80  dim  on  for  th*s  program  In  FY88.     In 
FYS?  Conflftit  also  provld#d  %\0  mil  ion  for  4  \h«Uer  rehabH  nation  prograM 
admlnlit«r«d  by  th^  Ocpartr»nt  of  Kouilng  and  Urban  DtvtlopMtnt;  tht  AdMln- 
Ittral  Oft  raqu«ti  no  fund*  for  thM  prosra*  In  FY88.     Tht  transitional 
housfng  dttponuratton  proqrw,  funded  by  Congm**  at  $5  Million  In  FY87,  would 
bt  cofttlnuad  at    t*  turret  Itvtl   In  Fm,     Funds  for  tht  National   Instltutt 
of  Htntal  Htakh  s  CoiMunlty  Support  PrograM  would  Incrtast,  with  $20  Million 
to  b«  avail ibU    a  $5  Million  Increase  over  FY87    for  dtMonstratlons  that 
provldt  ntntal  htalth  strvlcts  to  tht  hOMtltss  Mtntally  111. 

IMMI6IIATI0N  REFORM 

Tht  FY88  budgtt  Includts  funding  to  iMpltment  tht  iMMlgratlon  Rtfona  and 
Control  Act    passed  by  tht  99th  Congrtss.    This  landnark  iMMlgratlon  bill 
Itga    m  certain    1  ltgal  alltns;  r«lmburte$  \utc  and  local  govtmMtnts  for 
four  yean  for  tht  cost  of  providing  banefUs  to  those  Itgtllztd  through  tht 
bill     prohibit*  th*  hiring  of  Uley*!  a    ens    estabi  shefl  a  ipecUl  legali- 
zation prograM  for  foreign  agricultural  workers;  and  Increases  border  tnforct- 
aitnt.    Tht  AdMlnl  strati  on  Is  proposing  *£16,5  ml    00  for  the  Inralgratlon  and 
Naturalization  Strvlct  and  for  other  agtncltt  of  tht  DtpartMtnt  of  Justlct  to 
iMploMtnt  tht  ntw  law  In  FYBe,    The  budgtt  rtqutst  alto  Includts  a  FY87 
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supplemental  appropriation  of  $138  million  for  INS  to  start  carrying  out  tKe 
legislation.  An  additional  $149  million  is  expected  to  be  obligated  in  FY87 
and  $181  million  in  FY88  from  fees  charged  to  applicants  of  the  legalization 
program.  The  FY88  budget  also  includes  $928  million  for  the  Social  Security 
Administration  of  the  Department  of  Health  and  Human  Services  to  reimburse 
states  for  the  cost  of  providing  financial,  medical  and  educational  assistance 
to  newly  legalized  aliens. 

INCOME  SECURITY 

While  outlays  for  social  security  are  estimated  to  increase  by  $12 
billion  to  $217  billion  in  FY88,  several  income  security  programs  which 
benefit  the  poor,  including  Aid  to  Families  with  Dependent  Children  (AFDC), 
Child  Support  Enforcement,  the  Low  Income  Home  Energy  Assistance  Program 
(LIHEAP),  and  refugee  and  entrant  assistance  all  are  slated  for  cuts. 

AFDC  would  be  cut  by  $322  million  below  the  current  services  level  by 
ending  caretaker  benefits  when  the  youngest  child  turns  16,  collecting  quality 
control  disallowances  prospectively  from  the  states,  and  requiring  single 
minor  parents  to  live  with  their  parents  to  be  eligible  for  AFDC,  and  through 
a  series  of  work  and  training  proposals.  Child  Support  Enforcement  would  be 
cut  $146  million  by  reducing  federal  matching  of  administrative  costs  and 
limiting  incentive  payments  to  those  states  which  have  higher  cost  effective- 
ness ratios. 

LIHEAP  would  be  reduced  by  one-third  to  $1.2  billion,  recognizing  the 
"oil  overcharge  settlements  available  to  states  for  these  purposes,"  according 
to  the  budget  document. 

Refugee  and  entrant  assistance  would  be  cut  by  over  one- fourth,  from  $340 
million  in  FY87  to  $253  million  in  FY88,  with  these  cuts  coming  primarily  from 
reimbursement  to  state  and  local  governments  for  cash  and  medical  assistance, 
social  services  and  administrative  costs. 

No  cuts  are  proposed  for  Supplemental  Security  Income.  The  budget  pro- 
poses changes  in  unemployment  compensation  that  would  transfer  to  the  states 
authority,  financing  and  responsibility  for  administration  of  the  state 
unemployment  insurance  and  employment  service  systems.  The  budget  does  not 
include  any  of  the  Administration's  welfare  reform  proposals. 

PUBLIC  SAFETY 

The  Administration's  FY88  budget  request  for  the  Department  of  Justice  is 
$5.6  billion,  a  seven  percent  increase  over  the  FY87  level.  The  largest 
increases  proposed  are  in  the  areas  of  immigration  reform  and  prison  expan- 
sion, but  the  budget  contains  no  funds  for  the  five  programs,  administered  by 
the  Office  of  Justice  Programs,  which  currently  provide  financial  assistance 
to  state  and  local  governments'  criminal  justice  systems:  the  Juvenile 
Justice  Program  ($67.6  million),  the  State  and  Local  Assistance  Program  ($44.4 
million),  the  Regional  Information  Sharing  System  ($12  million),  the  Mariel 
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Cuban  grant  program  ($5  million)  and  tht  Statt  and  Local  drug  tnforctment 
granti  auihorlatd  undtr  tht  Anti-Drug  Abutt  Act  of  1986  ($225  million).  Tht 
combined  budget  request  for  tht  National  Initltutt  of  Oustlct  and  the  Burt*y 
of  Justice  Stitlitu*  11  S4z,4  ml  Ion,  tight  million  dollars  over  fYB7 
Itwtlt.  Funding  for  othtr  prctgramt  of  tht  Off let  of  Oustlct  Programs  would 
rt«ln  at  turrtftt  Itvtls:  t<  million  for  tht  missing  and  txplolttd  chlldrtn 
program;  $10  million  for  tht  public  saftty  offlctrs'  btntflts  program.  $1.2 
million  Is  rtoutsttd  for  tht  #mtrg»ncy  mlstanct  program.  DOJ's  FY88  budgtt 
rtqutst  Includts  $1.6  billion  for  tht  Fedtral  Burtau  of  Invtstlgatlon,  a  $181 
million  Incrtast  ovtr  FY87,  An  Incrtas*  of  J32  million,  or  a  total  of  $522 
million.  Is  propostd  for  tht  Drug  Enforomint  Administration. 

Tht  FY88  budgtt  rtoutst  for  »intrg«nc>  tnanag^mtnt  planning  and  asslstanct 
actlyltlts,  admlnlsttrtd  by  tht  F#dar*l  EtwrgMcy  Nanagtrotnt  Agtncy,  Is  $276.8 
million,  a  $15  million  Incrtast  ovtr  FY»7  itvtls. 

TRANSPORTATION 

Tht  Administration's  propostd  FY88  transportation  budgtt,  much  llkt  thost 
rtjtcttd  by  Congrtts  In  tht  past,  calls  for  largt  scalt  rtductlons  In  trans- 
portat  on  programi  vUal  to  citlts.  Tht  budgtt  provldts  no  gtntral  funds  for 
highway  and  ma»t  trAnilt  and  at  tht  stmt  timt  Imposts  a  $600-m1111on-a-ytar 
tax  on  itatt  and  Ipc^l  govtrnnints  to  fund  tht  rtmalning  programs.  This  tax 
would  bt  In  tht  form  of  a  nint-ctnt-ptr-gallon  tax  on  gas.  Statt  and  local 
govtrnntnts  art  currtntly  txtmpt  from  paying  tht  gas  tax. 

Sptclflcally  tht  prtsldtnt's  budgtt  calls  for  tht: 

•  pimlnatlpfi  of  Funding  for  Haii  Transportation  -  Tht  budgtt  proposts 
to  tllnltiat*  funding  for  nitt  transit  programs  from  tht  gtntral  fund. 
In  ord»r  to  ftccompllih  tht*.  tha  budgtt  would  tllmlnatt  tht  dtvtlop- 
mant  of  any  ntw  tr*n»1i  tyitwmi  and  fund  tbott  alrtady  on  lint  at  40 
ptrctnt  of  currtnt  Itvtls.  Tht  sourct  of  this  40  ptrctnt  would  bt  tht 
mass  transit  account  of  tht  trust  fund. 

•  ilmltatlon  of  Highway  Funding  to  that  Amount  Gtntrattd  by  tht  6ai 
!«  -  ihm  tudgtt  itatet  that  th«  Tundt  luthorlitd  for  highway  con-~' 
struct Ion  tKcttd  th*  rav«nu«s  g«narat«d  by  tht  gas  taN,  howtvir^  tht 
Adm1nUtratton*»  figurti  do  not  Intludt  tht  Inttrast  gantrattd  annual- 
ly Oy  th«  trutt  rund«  Th*y  fatl  thtst  fundi  ar*  not  usar  rati 
thtrtfort  not  attrlbutabit  to  tht  program. 

•  Incrtast  In  Ftdtral  Aviation  AdmlnUtratlon't  Fundinu  .  Tht  budgtt 
calls  for  an  Incrtast  of  *43?  wlllion  for  tht  nation's  air  traffic 
control  and  navigation  systtms.  Including  225  additional  air  traffic 
control Itrs. 

t  Salt  of  Amtrak  -  For  tht  third  constcutlvt  ytar  tht  budgtt  proposts  to 
tllmlnatt  tht  ftdtral  subsidy  to  Amtrak.  This  ytar,  tht  additional 
stop  of  soiling  tht  railroad  has  bttn  addtd.  Tht  budgttary  rtsult  of 
this,  rtgardltss  of  Its  llktllhood  of  succtss.  Is  that  ont  billion  ntw 
rtvtnut  dollars  art  crtdlttd  toward  dtflcit  rtductlon. 
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VETERANS 


The  Veterans  Adnlnl strati on  provides  Mide-ranging  services  to  the  United 
States*  27.7  nllllon  veterans,  48.7  Million  members  of  their  families,  and  tto 
minion  survivors  of  deceased  veterans.  Its  health  care,  pension,  compensa- 
tion, education,  and  housing  assistance  programs  have  Important  Impacts  on  the 
economies  of  urban  areas  and  the  well-being  of  many  residents  of  our  cities. 
The  Administration's  proposed  FY88  budget  Includes  an  appropriation  of  $27.6 
billion,  a  two  percent  Increase  over  FY87  appropriation  levels.  The  budget 
Includes  four  areas  of  particular  Interest  to  cities:  1)  It  proposes  legisla- 
tion Increasing  the  loan  origination  fee  charged  on  VA-guaranteed  housing 
loans  from  the  current  one  percent  to  2.5  percent  effective  June  1,  1987; 
estimates  Indicate  that  this  would  Increase  the  average  fee  from  $650  to  about 
$1,625  per  mortgage.  2)  The  budget  proposal  would  rescind  $74  million  In 
medical  care  funds  already  appropriated  In  FY87  for  the  care  of  "high  Income" 
non-servlce-dlsabled  veterans.  However,  patients  In  this  group  would  be  able 
to  receive  care  on  a  space  available  basis.  3)  The  Administration  proposes  to 
Index  compensation  benefits— entitlements  paid  as  either  a  disability  benefit 
or  a  survivorship  benefit— to  the  annual  change  In  the  Consumer  Price  Index. 
This  cost-of-living  Increase,  which  would  be  effective  with  pio^ments  made  In 
January  1988,  Is  expected  to  be  3.5  percent  for  1987.  And,  4)  the  budget 
requests  a  $136  million  reduction  In  funds  for  readjustment  benefits  for 
dependents  and  Vietnam-era  veterans.  This  reduction  Is  based  on  an  estimated 
22  percent  decline  In  the  Vietnam-era  veterans  and  dependent  caseload. 
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STATEMENT  OP 

THE  HONORABLE  JOE  S.    DADDONA 

MAYOR,  ALLENTOWN,  PENNSYLVANIA 

on 
H.R.  4 
THE  HOUSING  AND  COMMUNITY  DEVELOPMENT  ACT  OF  1987 

before  the 
SUBCOMMITTEE  ON  HOUSING  AND  COMMUNITY  DEVELOPMENT 
COMMITTEE  ON  BANKING,  FINANCE  AND  URBAN  AFFAIRS 
U.S.  HOUSE  OF  REPRESENTATIVES 

March  12,  1987 
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STATBMBNT 

OF 

JOE  S.  DADDOMA,  KAYOR  OF  ALLBNTOIQf,  PENNSYLVANIA 

HARCH  12,  1987 

Good  morning,  Mr.  ChalrBan  and  aenbttrs  of  the  CoBBlttee,  I 
an  Joe  S.  Daddona,  Mayor  of  Allantown,  Pennsylvania.   I  also 
servs  on  ths  CoDBunity  and  Economic  Dsvelopmant  Policy  Committaa 
of  tha  National  Laague  of  Cities  (NLC) . 

NLC  represents  publicly  elected  officials  in  over  16,000  of 
our  nation's  cities  and  towns.   I  appreciate  the  opportunity  to 
appear  before  the  Subcommittee  to  express  our  support  for 
maintaining  a  strong  role  for  the  federal  government  in 
addressing  the  housing  and  community  development  needs  of  our 
nation's  cities. 

The  administration's  FY  1988  budget  proposals  continue  the 
assault  of  previous  years  on  federal  housing  and  community 
development  programs. 

It  proposes  deep  and  retroactive  cuts  in  CDB6,  UDAG,  and  HOD 
and  Farmer's  Home  Administration  assisted  housing  programs. 

In  city  after  city  across  the  nation,  there  have  been  annual 
increases  in  the  number  of  Americans  without  adequate  shelter. 
The  administration's  budget  offers  no  initiatives  or  hope  for 
these  people,  it  promises  to  put  more  and  more  desperate 
Americans  on  our  streets. 

NLC  strongly  opposes  the  administration's  budget  proposals, 
which  if  approved  would  further  erode  and  eventually  terminate  a 
long  standing  bipartisan  commitment  to  provide  "a  decent  home  in 
a  suitable  living  environment  for  every  American  family  and  the 
development  of  viable  urban  communities  and  the  expansion  of 
economic  opportiinities  for  low-  and  moderate- income  persons." 

Mr.  Chairman,  we  are  grateful  for  your  leadership  in 
introducing  H.R.  4,  the  Housing  and  Community  Development  Act  of 
1987,  which  provides  a  positive  alternative  to  the 
administration's  non-housing  and  non-commxinity  development 
proposals. 
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As  you  Know  vary  wall,  Mr.  ChAirman,  sinoa  1980  thara  has 
baan  only  ona  authorisation  of  fadaral  hoaing  and  community 
davalopnant  programa.  In  1985,  aaaiatad  houaing  author iiationa 
containad  in  tha  Houaing  and  Urban  Rural  Racovary  Act  of  1983 
wara  allowad  to  axpira  and  laat  Saptambar  for  tha  firat  tima 
ainoa  thair  anactmant,  tha  Community  Davalopmant  Block  Grant 
(CDBO)  and  tha  Urban  Davalopmant  Action  Grant  (UDAG)  programa 
wara  not  raauthoriiad.   Znataad,  thaaa  programa  continua  yaar  to 
yaar  in  appropriation  billa. 

Wa  agraa  with  you  that  thia  ia  not  a  raaponaibla  way  to 
formulata  and  implamant  national  houaing  and  community 
davalopmant  policiaa. 

NLC  atrongly  aupportad  tha  afforta  of  thia  Committaa  laat 
yaar  whan  it  approvad  K.R.  1,  tha  Houaing  Act  of  1986.  That 
lagialation  waa  tha  raault  of  bipartiaan  nagotlatloni  to  craft  a 
houaing  and  community  davalopmant  raauthoriiation  bill  that 
racogniiad  tha  budgatary  limitationa  of  Gramm-Rudman-Hollinga, 
whila  maintaining  a  modaat  commitmant  to  thaaa  important 
community  ravitalitation  activitiaa. 

Unfortunataly,  in  apita  of  tha  Harculaan  afforta  of  thia 
Committaa  and  tha  Houaa,  which  approvad  H.R.  1  by  an  ovarwhalming 
margin,  tha  adminiatration'a  continuad  thraata  to  vato  tha 
houaing  lagialation  and  tha  Sanata'a  inability  to  vota  on  ita 
houaing  bill,  doomad  tha  houaing  lagialation  to  an  ignobla  daath 
in  tha  waning  houra  of  tha  99th  Congraaa. 

Wa  ara  hopaful  that  thia  yaar  with  tha  changa  in  tha  Sanata 
and  your  continuad  afforta  on  bahalf  of  H.R.  4,  will  laad  to 
anactmant  of  a  houaing  and  community  davalopmant  bill  thia  yaar. 

Wa  atrongly  aupport  tha  proviaiona  containad  in  H.R.  4  to 
raauthoriia  tha  CDBG  program,  to  axtand  and  improva  tha  pro j act 
aalaction  critaria  of  tha  UDAG  program  and  to  continua  tha  HUD 
and  PmHA  aaaiatad  houaing  programa.   H.R.  4  aarvaa  aa  a  atrong 
foundation  for  axpaditioua  committaa  action  on  tha  nation 'a 
•xpirad  houaing  and  community  davalopmant  lawa. 

Zn  addition,  wa  urga  that  H.R.  4  ba  amandad  to  raauthoriia 
thaaa  programa  for  thraa  yaara,  ao  that  local  officiala  can  hava 
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the  continuity  and  consistency  provided  by  multi-year 
authorizations  to  develop  and  implement  comprehensive 
revitalization  strategies. 

Mr.  Chairman,  if  I  may,  I  would  like  to  now  introduce  into 
the  record  a  recently  completed  NLC  report  on  housing  needs  and 
priorities  entitled,  A  Time  To  Build  Up:  A  Survey  of  Cities 
About  Housing  Policy. 

We  believe  this  is  a  timely  report  on  a  topic  of  great 
importance  to  the  nation's  cities:  the  programs  and  policies 
needed  to  address  the  housing  problems  of  low  income  households. 
As  the  Committee  debates  future  directions  of  housing  policy,  we 
hope  that  it  will  help  in  the  effort  to  clarify  our  nation's 
housing  needs  and  to  address  those  needs  with  adequate  policies. 

The  results  of  the  444  city  survey  indicate  that  broad 
segments  of  the  U.S.  population  must  struggle  with  severe  housing 
problems,  and  without  a  strong  federal  role  in  assisting  these 
people,  the  situation  will  worsen. 

For  many  Americans,  finding  shelter  has  become  more  urgent, 
more  difficult,  more  costly,  and  more  frustrating. 

These  needs  are  not  isolated.   They  exist  in  all  parts  of 
the  nation,  in  conmiinities  large  and  small.   The  groups  facing 
the  most  severe  problems  include  the  homeless,  low- income 
renters,  low- income  homeowners,  families  with  three  or  more 
children,  female-headed  households  and  recent  immigrants. 

The  survey  foiind  that  in  the  event  federal  housing 
assistance  were  cut  out  entirely,  fewer  than  four  percent  of  the 
cities  and  towns  felt  that  neither  they,  their  states,  nor  any 
other  source  would  have  the  capacity  to  provide  even  half  the 
assistance  required  to  meet  their  most  urgent  needs. 

Financial  assistance  for  renters  and  rehea>ilitation  of 
single-  and  multi-family  housing  should  be  the  top  priority  for 
federal  housing  aid  programs,  according  to  the  findings  of  the 
NLC  survey. 

Over  60%  of  the  responses  listed  money  payments  for  rental 
assistance  as  one  of  the  top  three  activities  to  carry  out  if  all 
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currant  prograas  w«r«  put  asid*  in  order  to  draw  up  a  n«v  plan 
for  f«d«ral  housing  assistano*. 

Th«  n«xt  priority,  rehabilitation  of  single-family  honas, 
was  listed  by  nearly  S3I  of  the  group.  Kulti-fanily 
rehabilitation  oame  next  with  43%. 

The  survey  also  found  that  city  officials  assign  greater 
iaportance  to  the  rental  assistance  certificates  for  existing 
housing  (Section  •),  public  housing  operating  subsidies,  and  for 
housing  assistance  for  the  elderly  and  handicapped  (Section  202), 
as  compared  to  the  use  of  housing  vouchers.  This  is  in  sharp 
contrast  to  the  administration's  urging  that  vouchers  should 
replace  virtually  all  other  forms  of  federal  housing  assistance. 

Zn  rating  the  coet-effectiveness  of  all  federal  programs 
used  to  provide  housing  assistance,  local  officials  put  the 
Community  Development  Block  Grant  well  ahead  of  all  others. 
Nearly  iSI  listed  CDBO  ae  ••highly  cost-effective**,  and  the 
support  was  uniform  throughout  all  regions  of  the  country  and 
among  all  population  categories  of  cities. 

Zn  response  to  a  separate  questions,  the  444  cities  said 
that  the  i*most  cost  effective**  federal  programs  in  their 
localities  are  I  CDBO,  Section  8  certificates,  rental 
raha^nitntion  grants,  and  the  public  housing  operating  and 
BoderAlifttion  programs. 

Homeless  people  and  low- income  renters  have  the  most  severe 
housing  problems,  especially  in  large  cities  and  in  the 
Northeast.  While  these  two  groups  posed  **severe**  problems  in 
over  half  of  the  444  cities  and  towns  included  in  the  survey, 
their  problems  were  rated  **severe**  by  nearly  70  percent  of  the 
officials  in  cities  above  200,000  population  and  throughout  the 
Northeast. 

It  becomes  clear  that  the  housing  needs  in  our  cities  and 
to%ms  have  not  diminished,  but  for  federal  housing  assistance 
programs,  the  years  since  19t0  have  been  a  time  to  scale  down. 
Housing  assistance  has  fallen  from  130  billion  to  less  than  |10 
billion,  and  construction  of  new  assisted  housing  units  has  come 
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to  a  virtual  halt.   Only  the  backlog  of  obligations  mad«  in  the 
1970 's  has  accounted  for  that  construction,  as  well. 

Meanwhile,  we  are  sitting  on  a  potential  time  bomb  in  the 
form  of  hundreds  of  thousands  of  subsidized  rental  iinits  that  may 
disappear  from  the  market  in  the  coming  decade.   The  current 
housing  certificates  will  soon  expire  for  some;  other  units  may 
withdraw  through  mortgage  prepayments. 

The  NLC  report  documents  an  urgent  need  to  combat  this 
rising  tide  of  despondency  and  desperation  —  and  to  put  forward 
a  national  housing  policy  that  will  work. 

Before  turning  to  what  the  housing  and  community  development 
authorizations  contained  in  H.R.  4  specifically  mean  to  my  City 
of  Allentown,  I  would  like  to  take  this  opportiinity  to  thank  you 
Mr.  Chairman  for  introducing  H.J.  Res.  91,  which  designates  the 
week  of  April  11-18,  1987  as  National  Conmxinity  Development  Week. 

1^  city  as  well  as  communities  across  the  coiintry  are 
looking  forward  to  celebrating  the  successes  of  the  Commiinity 
Development  Block  Grant  program  in  meeting  the  needs  of  our  low 
income  citizens. 

CDBG 

I'm  sure  Allentown's  use  of  Block  Grant  fiinds  is 
representative  of  many  commiinities  whose  low  and  moderate  income 
population  accoiints  for  half  or  more  of  its  total  population.  In 
the  central  part  of  the  City,  where  our  Block  Grant  dollars  are 
targeted,  61%  of  our  residents  are  of  lower  income.   This  section 
of  the  City  is  also  the  oldest  with  the  majority  of  structures 
dating  from  the  1860 's  through  the  1920 's.  Brick  rowhouses  line 
major  streets  and  alleys,  making  this  the  densest  part  of  the 
City.  The  Central  Business  District  is  located  here.  It  is  an 
area  where  42%  of  all  households  with  incomes  tinder  $15,000  are 
contributing  more  than  35%  of  their  income  towards  rent.  It  is  an 
area  where  the  infrastructure  has  been  showing  signs  of  wear  and 
water  lines  date  back  to  the  1890 *s;  small  concrete  streets  and 
curbs  and  sideiiralks  date  back  to  the  20 *s  and  30 's. 

With  this  brief  description,  I  am  sure  it  is  not  difficult 
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for  you  to  Inagin*  that  th«  n««d  do«s  exist  for  a  sound  policy 
for  nsighborhood  rsvitsliistion  snd  housing  assistsnos.  It's  not 
difficult  for  us  to  target  our  Block  Grant  funds.  All  you  havs  to 
do  is  look  at  ths  statistics. 

Allsntown  has  bsan  targeting  its  Block  Grant  rasourcas  to 
this  area,  which  accounts  for  about  30%  of  our  population,  since 
the  prograa's  inception.  Comprehensive  n« Lghbarhond 
revitalisation  has  been,  and  continues  to  be  our  major  thrust 
with  over  63%  of  our  PY  '85  expenditures  devoted  to  this  effort. 

Our  funds  are  truly  directly  assisting  the  neediest 
neighborhoods  and  households,  whereby  86%  of  our  FY  '85 
expenditures  benefitted  low  and  moderate  income  citiiens. 

The  results  are  visible,  our  vacant  housing  structures  list 
now  totals  20 y  down  from  200  in  1974.  Entire  n«l(|tiborhooda  have 
received  comprehensive  treatment  including  systematic  code 
enforcement,  technical  and  financial  assistance  for  housing 
rehabilitation,  and  public  improvements  and  social  services. 
This  effort  produced  non-subs id iied  spin-offs  in  surrounding 
blocks,  preserved  the  local  housing  stock,  increased  the  tax 
base,  and  strengthened  our  economic  development  efforts. 

However,  our  overall  needs  have  not  diminished.  As  a  result 
of  the  City's  changing  economy,  federal  tax  reform  and  past 
deficit  reduction  measures,  we  need  time  and  money  just  to  catch- 
up, laoh  year  we're  being  asked  to  do  more  with  less  and  less. 
Our  entitlement  peaked  in  19t0  at  $3.2  million;  currently,  we're 
expecting  to  receive  $2.4  million. 

The  demand  for  subsidiied  day-care  far  outstrips  the 
resources.  The  task  of  providing  day-care  is  shared  by  our  Block 
Grant  and  viewed  as  an  extremely  important  economic  development 
tool.  Low  income  single  mothers  wait  as  long  as  seven  months  for 
Title  XX  day-care  assistance.  Block  Grant  funds  cut  the  waiting 
time  enabling  mothers  to  enter  or  re-enter  the  workforce  faster. 

Because  the  Program  provides  flexibility  in  determining 
local  priorities,  we're  able  to  respond  quickly  to  arises.  Ifhen 
the  homelessness  problem  surfaced  in  the  early  I9t0's,  FBNA  did 
respond  with  financial  assistance.  However,  Allentown  did  not 
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have  a  shelter  for  families.  FEMA  funds  could  not  be  used  for  the 
development  or  reheibilitation  of  shelters  at  the  time.  We  had  the 
eibility,  through  the  Block  Grant,  to  meet  this  need.  This 
flexibility  is  one  of  the  Program's  strong  points.  The  Sixth 
Street  Shelter  has  provided  assistance  to  54  families  but  had  to 
turn  away  another  150  families. 

As  a  result  of  deinstitutionalization,  1,100  former 
Allentown  State  Hospital  patients  are  now  living  in  our  center 
city.  The  City  responded  to  this  movement  and  the  needs  it 
created  in  the  mid-Se vent las  when  no  other  program  existed.  The 
Block  Grant  and  area  churches  provided  the  seed  money  for  a  drop- 
in  center  when  no  other  agency  was  willing  to  gamble  with  their 
own  funds  for  a  program  that  had  not  been  tested.  Today,  Daybreak 
functions  not  only  as  a  place  where  people  feel  accepted  in  a 
social  group  but  this  program  now  provides  assistance  in  problem 
solving  and  accommodates  mmnbers*  basic  needs  by  providing  health 
screening,  food,   clothing  and  access  to  a  wider  social  service 
system.  Almost  100%  of  DaybreeUc  mmnbers  are  at  or  below  federal 
poverty  level  guidelines. 

Housing  Assistance 

We  have  always  advocated  preservation  of  our  existing 
housing  stock  through  the  Block  Grant  Program  as  well  as  through 
other  assisted  housing  programs.  We  believe  that  continued 
maintenance  of  existing  conventional  public  housing  units  and 
rehabilitation  and  use  of  existing  housing  units  through  the 
Section  8  programs  is  the  most  cost-beneficial  means  to 
accommodate  assisted  housing  needs.  Our  housing  authority  has 
managed  not  to  lose  a  single  unit  of  conventional  public  housing 
since  1940  and  it  should  be  noted  that  these  iinits  continue  to  be 
well  maintained  and  administer ed. 

However,  to  continue  this  progress  in  Allentown,  we  need 
additional  federal  resources  for  assisted  housing  as  evidenced  by 
our  Housing  Authority's  waiting  list,  which  now  totals  1,881 
households.  We  are  also  deeply  concerned,  that  effective  November 
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1991,  that  our  8«otion  8  Existing  Progran  will  axpir*  adding  an 
additional  800  to  this  list. 

Zf  va  ara  to  oontinua  to  affaotivaly  nanaga  what  was 
oonatruotad  in  tha  Portias,  attantion  nuat  ba  givan  to  inoraaaad 
public  housing  oparating  and  nodarnisation  funds.  Thara  ara 
insuffioiant  nodarnisation  funds  at  prasant  to  craata  any 
significant  dant  in  tha  %fork  naadad  to  ba  dona. 

Zn  addition,  our  own  oparating  costs  hava  continuad  to 
incraasa  but  oparating  subsidias  hava  not  kapt  paoa. 

Saction  312 

Tha  HOD  Saction  312  Loan  progran  is  of  particular  oonoarn  to 
us.  Allanto%m  has  afficiantly  nanagad  tha  raconstruction  of 
datarioratad  propartias  using  this  HUD  loan  progran.  During  FY 
*85  Allantown  rahabilitatad  57  honas  all  occupiad  by  lowar  incona 
housaholds  raprasanting  an  invastnant  of  91,100,000.  I  baliava 
this  progran,  as  it  is  ourrantly  structurad,  is  ona  of  tha  nora 
cost  affaotiva  approachas  to  providing  low  and  nodarata  incona 
housing. 
ODAQ 

Allantown  has  baan  a  strong  advocata  of  tha  UDAO  progran 
sinca  its  craation  and  wa  continua  to  baliava  that  this  is  a 
cost  affactiva  acononic  davalopnant  tool.  Tha  UDAO  progran 
involvas  only  a  vary  snail  invastnant  of  fadaral  funds  and  is 
abla  to  lavaraga  a  graat  daal  of  privata  invastnant  in  tha 
nation *s  distrassad  citias,  halping  thasa  citias  to  strangthan 
thair  acononic  basa.  Racant  controvarsy  concarning  salaction 
prioritias  and  ragional  diffarancas  has,  parhaps,  blurrad  tha 
fact  that  tha  raal  conpatition  for  davalopnant  that  citias  faca 
is  not  aach  othar  but  tha  nora  affluant  suburban  araas 
surrounding  than.   Xaaping  jobs  in  cantral  citias  is  indaad  a 
vary  lagitinata  and  inportant  public  purposa. 

Conclusion 

Z  hava  briafly  datailad  Allantown 'a  axparianoa  as  an  axanpla 
of  nany  citias  who  ara  in  sinilar  oircunstanoas .  It  is  hard  to 
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overemphasize  the  Inportance  of  the  hovislng  and  community 
development  programs  authorized  by  this  Committee  and  the 
projects  and  jobs  they  create  In  cities  like  mine  and  others 
throughout  the  nation. 
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GOOD  MORNING  KR.  CBAHQCAN  AND  KEKBERS  OP  THE  SUBCOMMITTEE 
I  AM  BARBARA  BACSUR,  NZKBER  OF  Tp  BALTIMORE  CODMTy  MARYLAND 
COUNCIL,   AND   CHAIR   OP   TBS   COMMUNITY   DEVELOPMENT   STEERING 
COMMUTES  FOR  THE  NATIONAL  ASSOCIATION  OF  COUNTIES. 

AS  AN  ELECTED  OFFICIAL  AND  LONG  TIME  ADVOCATE  FOR  HOUSING, 
I  SHARE  YOUR  DEEP  CONCERN  FOR  THE  ESCALATING  HOUSING  CRISIS  IN 
THIS  NATION.  THE  ALARMING  IMCRBASB  IN  HOKBLBSSNESS  IN  RURAL  AS 
WELL  AS  URBAN  COUNTIES,  THE  DITINDLING  SX7PPLY  OP  FEDERALLY 
ASSISTED  HOUSING,  AND  THE  GROWING  SCARCITY  OP  AFFORDABLE  HOUSING 
ATTEST  TO  THE  NEED  TO  REAFFIRM  A  NATIONAL  COMMITMENT  TO  HOUSING 
AND  COMMUNITY  DEVELOPMENT.  H.R.  4  REPRESENTS  A  SIGNIFICANT  STEP 
TOWARDS  THAT  REAFFIRMATION. 

COUNTY  OFFICIALS  WERE  ALARMED  LAST  YEAR  THAT  CONGRESS 
FAILED  TO  PASS  LEGISLATION  REAUTHORIZING  HOUSING  AND  COMMUNITY 
DEVELOPMENT  PROGRAMS.  WE  WERE  CONCERNED  THAT  THIS  FAILURE  MADE 
THESE  PROGRAMS  MORE  VULNERABLE  TO  REDUCTIONS  IF  NOT  ELIMINATION 
AT  A  TIME  WHEN  THE  NEED  FOR  THESE  FEDERAL  DEVELOPMENT  TOOLS  IS 
HEIGHTENED. 

TO  GREATER  ENSURE  THEIR  CONTINUATION,  THE  NATION'S  COUNTY 
OFFICIALS  URGE  THAT  H.R.  4  BE  AMENDED  TO  REAUTHORIZE  COMMUNITY 
DEVELOPMENT  BLOCK  GRANTS  (CDBG)  FOR  THREE  YEARS.  A  MULTI-YEAR 
REAUTHORIZATION  IS  PARTICULARLY  IMPORTANT  FOR  COUNTIES.  AS  YOU 
KNOW,  IN  ORDER  TO  QUALIFY  FOR  CDBG  ENTITLEMENT  FUNDS,  URBAN 
COUNTIES  MUST  SECURE  THREE  YEAR  COOPERATION  AGREEMENTS  WITH  LOCAL 
GOVERNMENTS  WITHIN  THEIR  JURISDICTIONS.  THE  ABILITY  OF  COUNTIES 
TO  SECURE  THREE  YEAR  AGREEMENTS  INCREASES  IF  LOCAL  GOVERNMENTS 
PERCEIVE  THAT  CDBG  WILL  BE  IN  SZISTSNCB  THROUGHOUT  THE  DURATION 
C?   THE  CCC5ERATICN  PZP-ICO, 

COUNTY  OFFICIALS  ARE  PLEASED  THAT  H.R.  4  CONTAINS 
AUTHORIZATION  FUNDING  LEVELS  FOR  ROUSING  AND  COMMUNITY 
DEVELOPMENT  PROGRAMS.  AS  YOU  VERY  WELL  KNOW,  THE  ADMINISTRATION 
HAS  MADE  CONCERTED  EFFORTS  TO  REDUCE  OR  ELIMINATE  FUNDING  FOR 
PROGRAMS  ADMINISTERED  BY  THE  FARMERS  HONE  ADMINISTRATION  AND  THE 
DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT.  FUNDING  FOR 
ASSISTED  HOUSING  ALREADY  HAS  BEEN  CUT  BY  TWO-THIRDS  SINCE  1981. 
WE  FEEL  THAT  THE  $3.4  BILLION  AUTHORIZATION  LEVEL  FOR  CDBG  IN 
H.R.  4  BEGINS  TO  RESTORE  THIS  PROGRAM  TO  ITS  HISTORIC  1981 
FUNDING  LEVEL  OF  $3.7  BILLION. 

COUNTY  OFFICIALS  APPLAUD  THE  COMMITTEE'S  REJECTION  OF 
LEGISLATIVE  REVISIONS  IN  CDBG  THAT  THE  ADMINISTRATION  ADVOCATES. 
AMONG  THESE  IS  A  PROPOSAL  TO  MAKE  NEW  CONSTRUCTION  AN  ELIGIBLE 
CDBG  ACTIVITY.  WE  OPPOSE  ANY  NEW  CDBG  ELIGIBLE  ACTIVITIES.  THE 
ONLY  INSTANCE  IN  WHICH  WE  MIGHT  DIFFER  FROM  THIS  POSITION  WOULD 
BE  IF  ADDITIOKAL  FUNDING  WERE  APPROPRIATED  IN  AN  AMOUNT 
COMMENSURATE  WITS  A  HEW  ACTIVITY.  NEW  CONSTRUCTION  WOULD  DIVERT 
FUNDS  FROM  CURRENT  ACTIVITIES  AT  A  TIME  WHEN  REQUESTS  FOR  CDBG 
ASSISTANCE  FAR  EXCEED  AVAILABLE  FUNDS.  FURTHERMORE,  MAKING  NEW 
CONSTRUCTION  AN  ELIGIBLE  CDBG  ACTIVITY  CANNOT  SUBSTITUTE  FOR 
CUTS  IN  PRODUCTION  MONEY  FOR  PUBLIC  HOUSING,  FARMERS  HOME 
ADMINISTRATION  AND  OTHER  HOUSING  DEVELOPMENT  PROGRAMS. 

NACO  OPPOSES  LEGISLATIVE  PROPOSALS  BEING  CONSIDERED  BY  THE 
ADMINISTRATION  TO  TARGET  CDBG  FUNDS  ON  THE  BASIS  OF  AVERAGE  PER 
CAPITA  GRANT.  UNDER  THIS  SCHEME,  AN  URBAN  COUNTY  WOULD  LOSE  ITS 
ENTITLEMENT  STATUS  IF  ITS  CDBG  GRANT  IS  LESS  THAN  HALF  THE 
AVERAGE  GRANT  PER  CAPITA.  ROUGHLY  HALF  OF  THE  URBAN  COUNTIES 
WOULD  NO  LONGER  RECEIVE  CDBG  ENTITLEMENT  FUNDS. 

NACO  OPPOSES  THIS  APPROACH  FOR  SEVERAL  REASONS.  WHILE  IT 
WOULD  BE  EASY  FOR  HUD  TO  ELIMINATE  ENTITLEMENT  COMMUNITIES,  A  PER 
CAPITA  APPROACH  IN  NO  WAY  MEASURES  THE  NEED  FOR  CDBG  IN  AFFECTED 
URBAN  COUNTIES.  FOR  EXAMPLE,  COOK  COUNTY,  ILLINOIS  WOULD  LOSE 
ENTITLEMENT  STATUS,  EVEN  THOUGH  430,000  LOW-INCOME  CITIZENS 
RESIDE  IN  THAT  COUNTY.  MORE  IMPORTANTLY,  A  PER  CAPITA  FORMULA 
OVERLOOKS  THE  EXISTENCE  OF  POCKETS  OF  POVERTY  IN  URBAN  COUNTIES 
AND  THE  TENACIOUS  EFFORT  OF  COUNTY  OFFICIALS  TO  DIRECT  FUNDS  TO 
THEIR  CITIZENS  WITH  THE  GREATEST  NEED  FOR  CCMMCNITY 
REVITALIZATION. 
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BALTDfORE  COONTY  WOULD  LOSI  ZT8  DfTZTLINENT  STATUS  UNDER  A 
PO  CAPITA  PORKUXA.  ZN  MY  COUNTY,  CDBO  HAS  BEEN  USED  TO 
RBBABZLZTATE  RENTAL  AND  ONNKR-OCCUPZED  LOW  AND  MODERATE  ZNCOKE 
ROUSZNG,  TO  CONSTRUCT  CENTERS  FOR  TD  RANDZCAPPED  AND  SENZOR 
CZTZZENS,  AND  TO  PROVIDE  GRANTS  TO  NONPROPZT  ORGANZZATZONS  TO 
WORE  WITH  BATTERED  SPOUSES  AND  PROVIDE  SKELTERS  FOR  TRE  HOMELESS. 
BALTIMORE  COUNTY  HAS  USED  CDBG  TO  NXEI  PUBLZC  WORKS  IXPROVEMZHTS 
IN  AN  ZSOLATED  TARGET  AREA  WITH  A  PARTICULARLY  HIGH  CONCENTRATION 
OF  LOW  AND  MODERATE  INCOME  RESIDENTS.  WATD  AND  SEWERS  WERE 
PROVIDED  FOR  THIS  AREA  WHERE  NONE  PREVIOUSLY  EXISTED  ALONG  WITH 
ROAD  IMPROVEMENTS.  COUNTY  RESOURCES,  ALONE,  SIMPLY  ARE  NOT 
SUFFICIENT  TO  RESPOND  TO  THESE  VOY  BASIC  COMMUNITY  DEVELOPMENT 
NEEDS. 

COMMUNITY  OBVBLOPNBMT  BLOCK  GRANTS  IS  A  HIGHLY  TARGETED 
PROGRAM.  HUD  RBP0RT8  CLEARLY  DOCUWHMT  THAT  90  PERCENT  OR  MORE  OF 
CDBG  ENTITLEMENT  FUNDS  BENEFIT  LOW  AND  MODERATE  INCOME  PEOPLE. 

NACO  IS  CONCERNED  ABOUT  URBAN  COUNTIES  WHICH  ARE  THREATENED 
WITH  LOSS  OF  THEIR  ENTITLEMENT  STATUS,  BECAUSE  CENTRAL  CITIES 
WHICH  NOW  ARE  PART  OF  TRESB  URBAN  COUNTIES  CAN  NO  LONGER  ELECT  TO 
DEFER  THEIR  ENTITLEMENT  STATUS.  Df  I9S3,  HUD  DBTERMINEO  THAT 
SOME  CITIES  HAD  BECOME  CENTRAL  CITIES  ON  TD  BASIS  OF  1980  CENSUS 
DATA.  SAN  JOAQUIN  AND  SONOMA  COUNTIES  Df  CALIFORNIA,  ST.  CLAIR 
AND  MADISON  COUNTIES  Df  ILLINOIS,  AND  HUDSON  COUNTY,  NEW  JERSEY 
WERE  Df  JEOPARDY  OF  LOSING  THEIR  ENTITLEMENT  STATUS  UNLESS 
PERMITTED  TO  DfCLUDB  NEWLY  DBSIGNATBO  CENTRAL  CITIES  IN  ORDER  TO 
MEET  THE  200,000  POPULATION  THRESHOLD.  THESE  COUNTIES  WERE  ABLE 
TO  CONTINUB  THEIR  ENTITLEMENT  STATUS,  BECAUSE  OF  A  SPECZAL 
PROVISION  IN  TD  HOUSING  AND  URBAN-RURAL  RECOVERY  ACT  OF  1983. 
THAT  PROVISION  ALLOWED  NEWLY  3ESIGNAT2D  CSITRAL  CITIES  TO  OEFZR 
THEIR  EUTITLBCENT  STATUS  FOR  THRD  YEARS,  1984,  198S,  AND  138  6, 
SO  THAT  THEY  COULD  REMAIN  WITH  TD  URBAN  COUNTY. 

THESE  OOOMTIBS  NOWJTAq  A  SIMILAR  SITUATION  OF  NOTRAVING 
TD  KEUULRIO  200,000  MINIMUM  UNLESS  PERMITTED  TO  COUNT  THE 
POPULATION  OF  TDIR  CIMTRAL  CITIES.  EVEN  IF  TD  COUNTY'S 
POPULATION  nCDDS  200,000,  SOMl  CIMTRAL  CITIES  HAVE  INDICATED 
THAT  THIY  WOULD  LIO  TO  CONTINUB  TO  PARTICIPATE  UNDER  TD  URBAN 
COUNTY  CDBG  PROGRAM.  NACO  WILL  WORX  WITH  THIS  COMMITTEE  TO  MAKE 
PERMANENT,  DfSTBAD  OF  TDCB-BOUND,  TD  PROVISION  PERMITTING  A 
CENTRAL  CITY  TO  DEFER  ITS  ENTITLEMENT  STATUS  AS  LONG  AS  IT 
CONTINUES  TO  HAVE  ITS  POPULATION  DfCLUDBD  Df  TD  URBAN  COUNTY. 

TRDl  IS  A  FINAL  ISSUE  I  WOULD  LIO  TO  ADDRESS  WITH 
RESPECT  TO  TD  CDBO  PROGRAM.  URBAN  COUNTIES  ARE  FACED  WITH 
MEETING  A  THRESHOLD  POPULATION  OF  200,000  WHICH  IS  LARGELY 
DEPENDENT  ON  TD  COOPERATION  OF  A  NUMBD  OF  LOCAL  UNITS  OF 
GOVERNMENT.  TD  THRD  YEAR  OPT-IN  PERIOD  IS  DLPFUL.  HOWEVER, 
COUNTIES  ARE  STILL  FACED  WITH  TD  POLITICAL  PROBLEM  OF  SOLICITING 
PARTICIPATION  FROM  CITIES,  TOWNS,  AND  TOWNSHIPS  WHILE  AT  THE  SAME 
TIME  EXPECTED  TO  DEVELOP  A  TARGETED  PROGRAM  WHICH  MAY  SERVE  ONLY 
A  PORTION  OF  TD  COUNTY. 

D  FDL  THAT  TD  QUALIFICATION  PROCESS  SHOULD  BE  SEPARATED 
FROM  TD   FUNDING  PROCESS.   UNDO  THESE  CONDITIONS,   COUNTIES 

WOULD  AUTOMATICALLY  QUALIFY  FOR  CDBO,  IF  THIY  HAVE  A  POPULATION 
OF  200,000  OUTSIDE  ANY  METROPOLITAN  CITY.  FUNDING  LEVELS  WOULD 
BE  mriRMlNID  SEPARATELY  BASED  ON  TD  NUMBER  OF  COOPERATING 
JURISDICTIONS  AND  TD  POPULATION  OF  TD  UNINCORPORATED  AREA. 

MR.  CBJUXOM,  D  SUPPORT  CHANGES  Df  TD  URBAN  DEVELOPMENT 
ACTION  GRANTS  SBLXCTIOM  CRITERIA  AS  CONTAIDD  IN  H.R.  4.  WE 
ALSO  SUPPORT  TD  PROVISIONS  TO  PROVIDE  SHBLTER  FOR  TD  BONELESS 
AND  TD  EXPANSION  OF  THESE  PROVISIONS  IN  H.R.  SS8. 

TD  1987  LEGISLATIVE  CONFERENCE  OF  TD  NATIONAL  ASSOCIATION 
OF  COUNTIES  BEGINS  THIS  WEEKEND.  TD  COMMUNITY  DEVELOPMENT 
STEERING  COMMirrEE  WILL  MEET  DURING  OUR  CONFERENCE.  THAT  POLICY 
MAKING  BODY  WILL  DRAFT  USOLDTIONS  WHICH  ADDRESS  PROVISIONS  IN 
H.R.  4.  WE  LOOK  FORWARD  TO  WORKING  WITH  THIS  COMMITTEE  AND  WILL 
SHARE  ANY  RESOLUTIONS  WE  ADOPT. 
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OF 
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SUBCOMMITTEE  ON  BOUSING  AND  COMMUtJiTV  DEVELOPMENT 

COMMITTEE  ON  BANKING   FINANCE   AND  URBAN  AFFAIRS 

UNITED  STATES  HOUSE  OF  BEPRESENTATIVUS 

March  12,  1987 

Mr.  Chairman  and  members  of  the  Subcommittee,  my 
name  is  John  Simon.   I  am  President  of  the  National  Housing 
Conference,  the  oldest  national  organization  concerned  with 
the  provision  of  adequate  housing  and  decent  neighborhoods 
for  all  Americans. 

We  appreciate  the  opportunity  to  appear  before  the 
Subcommittee  today  And   to  present  our  comments  on   H,R   4, 
the  proposed  Housing  and  CoOTnunity  Development  Act  of  1987. 
First,  however,  I  should  like  to  congratulate  the  Subcommittee 
for  moving  promptly,  once  again  this  year,  on  Housing  legis- 
lation.  The  failure  of  the  99th  Congress  to  enact  any  Housing 
bill,  other  than  meager/  minimal  extensions  in  conjunction 
with  appropriations  legislation,  bordered  on  the  scandalous. 

The  Federal  Government's  disregard  over  the  past 
several  year?  of  the  housing  needs  of  the  American  people 
is  now  bearing  its  unfortunate  fruit    the  homeleasness 
problem,  with  people  on  the  street  with  no  where  to  sleep, 
is  ever  more  apparent  the  laclt  of  affordable  and  decent 
housing  for  the  low  incoine  continues  to  grow  ever  worse;  and, 
despite  the  lowest  mortgage  interest  rates  in  8  years,  home- 
ownership  is  still  an  elusive  goal  for  too  many  Americans, 
especially  young  families 

There  are  many  reasons  for  these  problems,  including, 
of  course  an  Administration  which  feels  that  —  if  we  only 
leave  it  to  the  market,  everyone  will  have  a  roof  over  their 
heads.   That  is  probably  true,  as  long  as  there  is  no  concern 
as  to  whether  that  roof  leaks  or  will  fall  in  upon  those  it  is 
covering ,  or  as  long  as  one  has  no  concern  whether  there  is 
any  money  left,  after  paying  for  that  roof,  for  food,  clothing, 
and  the  other  essentials  of  life. 

Congress,  too,  has  contributed  to  this  state  of 
events  by  failing  to  maintain  for  housing  the  sense  of  priority 
and  eminence  that  had  been  present  for  most  of  the  three 
decades  preceding  this  one.  There  has  been  no  free-standing 
housing  legislation  passed  by  the  Congress  since  1930.   Much 
of  the  legislation  that  has  passed  has  been  retrogressive  and 
paltry. 

While  a  Housing  bill  was  once  considered  one  of  the 
major  legislative  issues  of  each  session  of  each  Congress, 
many  present  Members  of  the  Congress  have  served  without  ever 
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having  an  opportunity  to  vot«  to  sand  a  Housing  bill  to 
tha  Prasidant.  It  ia  asaantial,  tharafora,  that  housing, 
and  tha  assantial  hunan  naads  it  sarvas,  bacoma  onca  again 
a  mattar  of  high  concam  for  tha  Congrass  and  tha  Amarican 
paopla. 

This  Subconmittaa  showad  its  racognition  of  tha 
importanca  of  moving  forward  to  maat  tha  nation's  housing 
and  comnunity  davalopmant  naads  during  tha  99th  Congrass 
whan  it  approvad  in  Juna«  1985,  H.R.  1.  Unfortunataly, 
daspita  H.R.  l*s  passaga  by  tha  Housa  in  ona  form  or  anothar 
on  lavaral  occasions  in  1985  and  1986,  only  minimal  axtansions 
and  appropriations  lagiilation  avar  bacama  law. 

H.R.  4  contains  many  of  tha  proposals  that  had  baan 
containad  in  H.R.  I  in  tha  99th  Congrao   It  thus  raprasants 
a  continuation  of  tha  affort  to  anact  lagialation  naadad  to 
maintain  tha  various  housing  and  conmKunity  davalopmant  pro- 
grama  of  HUD  and  TmB^^      in   addition ^  it  would  provide  nacaaaary 
authorization!  for  thasa  prograjns  for  FY  1988  at  mod««t 
lavals.  Whila  it  would  bra^k  littla  naw  ground  and  than 
only  on  a  modast  scala,  it  is  crucial  that  it  ba  acted  on 
as  soon  as  possibla   With  tha  Sanata  Banking  Cocnmittaa  rnark^ 
ing  up  its  Housing  bill  today  the  prospects  for  passaga  of 
a  bill  look  tha  brightast  thay  hava  in  many  yaars. 

It  is  also  vary  important  that  tha  quastions  of 
whathar  to  maintain  existing  housing  and  community  davalop- 
mant programs   the  level  at  which  thay  should  be  funded  and 
what  naw  efforts  are  needed  ba  first  acted  upon  by  the 
authorisation  conunittaaa  and  than  praaantad  to  tha  CongraSs 
in  an  authorization  bill.  Too  often  of  late,  these  important 
policy  daoisions  hava  baan  left  to  tha  Budget  and  Appropri-^ 
ations  Coimnittaas,  whara  neither  tha  axpartiaa  nor  tha 
procaduras  ara  prasant  to  give  the  decisions  tha  attention 
thay  dasarva.  Tha  tax  cotroaitteaa  also  have  taken  on  soma 
of  tha  rola  of  proposing  housing  policy,  a  rola  thay  ara 
totally  unsuitad  to  fill. 

Much  mora  naads  to  ba  dona  than  would  ba  accomplished 
by  H.R.  4,  aven  though  it  ropresantji  an  important  first  step 
after  tha  virtual  desert  of  the  past  six  yaars.  Wa  naad  to 
start  examining  what  tha  real  state  of  housing  is;  why  it 
got  into  that  state  and  devising  maana  to  rasters,  dealing 
with  tha  Nation's  housing  naads,  to  a  high  level  of  priority. 

Ha  therefore,  urge  the  Subcommittaa ,  after  contpLat-^ 
ing  action  on  H.R,  l,    to  undertake  an  extensive  examination 
of  tha  Nation's  housing  and  oommunity  development  needs  and 
to  advanoa,  next  year,  major  legislation  dealing  with  those 
needs   The  National  Rousing  Conference  would  support  such 
an  affort  and  atanda  ready  to  work  with  the  Subconanittee  In 
helping  to  develop  the  type  of  legislative  program  needed  to 
reaffirm  the  nation's  coimnitment  to  that  goal,  sat  out  first 
in  tha  Housing  Act  of  1949,  of  a  decent  home  and  a  suitable 
living  anvironmant  for  avary  Ama^ioan. 
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One  of  th«  crucial  areas  that  naeds  to  be  addressed 

is  bow  to  maintain  the  prasent  stock  of  low  and  }nod«rat« 
icccoka  housing.  Hucb  of  that  housing  vaa  originally  assisted 
with  a  requiremant  that  it  be  maintained  for  that  purpose  for 
a  20-year  period  and  most  Section  3  contracts  are  only  for  15 
or  20-year  periods.   The  20-Year  periods  have  begun  to  expire 
on  22Hdl  (3)  below-market  interest  rate  projects  and  these 
nnmbers  will  increase  over  the  next  several  years  and  remain 
high  through  20C5,  as  the  controls  expire  on  236  projects 
and  Section  8  contracts  expire   As  a  result,  well  over  a 
million  units  could  disappear  from  the  stock  of  low  and   mod- 
erate income  housing  over  the  next  20  years. 

While  H.R.  4  contains  some  valuable  proposals,  it 
is  doubtful  that  these  proposals  by  themselves  will  be  able 
to  stay  the  flood  of  units  that  will  he  lost  to  low  and 
moderate  income  families  under  present  conditions   The  bill, 
for  instance,  does  not  confront  the  unquestioned  monetary 
issues  involved  in  any   significant  effort  to  preserve  the 
present  stock  of  low  and   moderate  income  housing. 

We  at  NEC  are  also  very  concerned  eO^out  this  sit- 
uation.  To  look  into  how  to  preserve  this  present  stock, 
I  have  appointed  a  Task  Force  whose  members  reflect  the  broad 
range  of  t«BC ' s  membership,  including  representatives  of  non- 
profit organizations^  public  housing  authorities,  builders, 
lenders,  private  owners  of  such  housing,  labor  and  state 
and  local  governments-  We  will  be  glad  to  share  the  Task 
Force's  recommendations  with  the  Subcommittee.   I  have  also 
requested  our  counsel  Carl  Coan,  to  maintain  a  continuing 
liaison  with  the  Subcommittee  and   its  staff  on  the  progress 
of  the  Task  Force's  deliberations. 

I  should  like  now  to  congnent  upon  some  of  the  par- 
ticulars of  H.P,  4  and,  where  appropriate,  the  Administration's 
housing  legislartiver  proposals  this  year,  to  the  extent  that 
we  know  them.   Much  of  what  is  included  in  H.R.  4  is  covered 
in  NBC  s  policy  positions  of  the  last  few  years.   However  114 
are  having  our  annual  meeting  in  a  week  and  a  half,  and  there 
may  be  some  changes  at  that  tixoe  as  well  as  an  updating  of 
our  position  on  ether  matters    I  should,  therefore,  like 
pexinission  to  submit  to  the  Stib committee  later  this  month 
the  text  of  the  policy  statement  adopted  at  that  meeting. 

We  basically  support  the  various  funding  levels  con- 
tained in  H.R  4  for  the  HUD  and  PmHA  housing  progr^Lms  and 
for  the  Community  Development  Block  Grant  and  CD  AG  programs, 
as  representing  relatively  modest  levels  but  ones  which  per- 
mit those  programs  to  continue  to  operate  effectively-   In 
that  context  we  therefore  urge  that  you  reject  the  Admin is* 
tration's  proposals  to  terminate  public  housing  production;  - 
the  202  program;  Section  9  Moderate  Hehabilitation  assistance 
and  Certificates;  the  312  Rehab ilitati on  Loan  Programs  the 
Housing  Development  Grant  Progran;  the  FmHA  housing  programs  1 
the  Drban  Development  Action  Grant  Program;  and  other  mis^ 
cellaneous  HUD  activities,  i#e  also  urge  you  teJce  such  action 
as  may  be  within  yonr  purview  .to  prevent  HUD  from  shifting 
funds  for  this  fiscal  year  into  next  fiscal  year,  as  proposed 
in  its  budget  for  public  housing  oodemi  ration  and  operating 
subsidies  and   for  the  202  program.   These  so-called  shifts 
are  nothing  more  than  the  deferrals  made  ineffective  by  recent 
court  decisions. 
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W«  Strongly  lupport  th«  funding  proposad  in  H.R.  4 
for  public  housing  production,  w*  ns«d  a  housing  supply, 
not  pi«c«s  of  pap«r  auch  a«  vouchers,  to  assure  that  thara 
ara  placas  in  which  tha  Nation's  low  incoma  can  liva  in 
dacanoy  and  dt  4  cc«t  that  can  b«  Aftordmd      As  I  hava  in- 
dicatad,  in  tha  naxt  2Q   y«ar»  wa  faca  a  potanti&lly  davastat- 
ing  loss  of  housing  dedicated  to  tha  use  of  tha  low  and  modarata 
incoma.  Public  housing  prcducad  ovar  tha  naxt  faw  yaars  will 
ba  an  important  off sat  to  that  loss.  For  tha  sama  reasons, 
wa  should  loaintain  tha  202  and  Section  3  Modarata  Rehabilita- 
tion prcgrama  at  H.R.  4  would  do.  Thay  both  add  units  dedicated 
over  the  years  to  housing  the  low  ^nd  modeirate  income;  soma- 
thing  no  cartificata  or  voucher  program  can  do. 

Similarly #  wa  don't,  ovar  the  long  term,  serve  the 
need  to  maintain  a  roaflonable  supply  of  low-income  housing 
by  willy-nilly  sallii^g  off  our  praaant  public  housing  stock. 
While  thara  is  a  certain  surface  appaal  to  enabling  a  present 
rasidant  of  public  housing  to  become  a  homeowner  one  must 
ranambar  that  tha  purpose  of  creating  that  housing  was  to  hava 
a  place  available  for  those  who  cannot  afford  housing  in  tha 
market  placa,  M^ith  tha  tenant  moving  on  to  other,  market -rata 
housing  when  his  or  har  income  ia  sufficient  and  thus  fraaing 
up  that  unit  for  iomaone  alaa  in  need   Each  public  housing 
unit  will  serve  on  tha  average  many  tenants  over  th«  course 
of  its  useful  life   Selling  off  those  units,  however,  will 
mean  that  thara  will  be  no  means  at  all  of  providing  housing 
assistance  to  the  low  Income  of  the  future.   If  public  housing 
is  to  be  sold,  that  should  only  be  allowed  if  there  is  a  unit- 
for-unit  raplacamant. 

As lis ting  the  lower  income  to  become  homeowners 
ganerally  should  ba  Lett  to  the  programs  designed  for  that 
purposa.  tha  335  program  in  urban  areas  and  tha  FttBA  SO 2 
program  in  rural  areas  hava  bean  tha  two  key  means  of  pro- 
viding such  assistance.  Both  of  these  would  ba  teminatad 
by  tha  Adminiatration;  wa  urge  that  both  ba  maintained  and 
funded  at  significant  levels. 

We  realize  that  H.R.  4  contains  a  comprehensive 
provision  permitting  the  sale  of  public  housing  units  under 
certain  circumstances  to  present  tenants  through  resident 
management  corporations.   These  ara  tha  sama  corporations 
which  tha  bill  would  authoriia  to  ba  assisted  under  an  ex- 
periment to  detarmine  whether  greater  tenant  participation  in 
the  managamont  of  public  housing  projects  will  yield  positive 
banafits  for  the  projects  and  their  tananta>  Such  an  exper- 
iMnt  would  aeam  to  be  the  best  way  to  daterraina  tha  affective- 
nass  of  tanant  managamont. 

While  wa  ara  vary  dubious  about  tha  wisdom  of  any 
significant  aell-'Off  to  tenants  of  existing  public  houairig 
units  unless  thara  is  tha  type  of  one  for  one  replacement 
that  NHC*s  prasant  policy  calla  for,  tha  as lea  propoaal  con» 
tainad  in  H.R.  4  is  certainly  much  mora  protective  of  tha 
nation's  stock  of  low- income  housing  than  that  adopted  on 
the  floor  of  tha  Houae  last  Juna,   At  lea at  the  federal 
Treasury  would  be  protected  against  unjustified  raids  and  ' 
spaculativa  profits  would  ba  denied, unlike  last  year* a 
provision • 
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On*  of  H.R.  4*8  public  housing  provisions  gives 
us  consideraible  ooncsm.  This  is  the  one  which  would 
sanction  switching  funding  for  public  housing  development 
from  the  tested  ajjd  tried  long-term  financing  approach  to 
one  of  capital  grants   We  understand  the  Committee  has 
taken  this  approach  as  a  result  of  the  aberrations  of  the 
Budget  process,  which,  at  least  initially,  places  greater 
emphasis  on  budget  authority  than  on  outlays.   At  the  modest 
development  level  contained  in  the  bill,  such  ari  approach 
does  not  make  too  much  difference.   But  if  we  were  ever  to 
attempt  to  return  to  more  signif icauit  development  levels , 
cortsistent  with  past  years*  program  levels  and  present  need, 
sole  reliance  on  this  new  approach  could  be  devastating  to 
that  effort. 

Practically  nobody  pays  cash  up  front  for  his  house. 
Why  should  t±te  public  housing  program?  It  is  both  normal  and 
aenaible  to  spread  the  cost  of  major  capital  investments  over 
a  reasonable  number  of  years.  And  while  there  eure,  of  course, 
carrying  coats,  those  costs  historically  have  been  quite  low 
for  the  pxiblic  housing  prograia,  with  its  combination  of  tax- 
exempt  financing  backed  by  the  full  faith  and  credit  of  the 
anited  states  Government,   While  we  are  aware  that  there  has 
been  no  new,  permanent  tax-exempt  financing  put  in  place  for 
public  housing  for  many  years,  what  initially  started  because 
of  high  interest  rates  has  been  continued  because  of  the 
strong  antipathy  toward  public  housing  that  exists  in  0MB 
and  Treasury,   This  attacK  by  0MB  and  Treasury  on  public 
housinq  was  rejected  just  a  few  years  ago  in  the  Housing  amd 
Urban-Rural  Recovery  Act  of  1983.   That  action  should  be  re- 
affirmed and   the  change  to  capital  grauits  rejected. 

We  also  support  the  bill's  provisions  ^ich  would 
enable  the  successful  tfeh^niah  Prograjn  of  New  York  City  to 
be  undertaken  elsewhere.  Where  sufficient  land  is  available, 
the  Kehemiah  Program  should  provide  not  only  needed  homeowner- 
ship  opportunities  for  those  of  lower  and  moderate  income 
but  also  stability  to  moderate- income  neighborhoods  and  even 
contribute  to  their  reclaunation  in  some  instances. 

While  NHC  over  the  years  has  focused  its  major  con- 
cerns and   efforts  on  low-income  housing  we  have  always 
recognized  that  any  efforts  in  that  direction  will  only  be 
successful  if  the  rest  of  the  population  is  able  to  obtain 
decent  housing  at  affordaible  prices   Therefore  we  support 
the  continuation  of  FHA  as  it  is  now  constituted,  without 
any  arbitrary  limits  on  who  aiay  obtain  an  FHA  mortgage  or 
the  imposition  of  unnecessary  fees  and  charges  for  the  pur- 
pose of  helping  balance  the  budget  or  to  push  business  in  the 
direction  of  private  mortgage  insurance  companies  *   On  the 
sasie  basis,  we  support  continued  strong  secondary  market 
operations  through  GNMA,  FKHA*  and  ?Bl.MC  and  urge  the  Sub* 
committee  to  resist  the  Administration  s  importuning  for  the 
imposition  of  unnecessary  fees  on  those  activities. 

Decent  housing  cannot  remain  decent  long  without  a 
decent  neighborhood  or  in  a  community  without  economic  oppor- 
tunities.  It  has  long  been  recognized  that  the  environment 
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in  which  on«*i  hoiM  ttxists  is  almost  as  important  as  that 
homa.  Thus,  housing  and  connunity  dsvalopnsnt  assistancs 
activitiss  havs  baan  hookad  in  tandam  as  a  Fadaral  concam 
for  ovar  30  yaars  now.  Wa  support  tha  continuation  of  a 
strong  COBQ  program  and  tha  continuation  of  tha  Urban  Davalop- 
mant  Action  Grant  program  to  provida  tha  economic  muscla 
naadad  by  tha  Nation's  distrassad  communities  if  thay  are  to 
bacoma  decent  places  in  which  to  live  and  work. 

We  support  the  Fair  Housing  Initiatives  Program 
proposed  in  H.R.  4,  but  we  urge  that  rigid  guidelines 
for  the  carrying  out  of  testing  activities  not  be  set  out 
in  the  legislation.  The  standards  for  such  activities 
should  be  left  to  the  more  flexible  approach  possible  under 
administrative  regulations . 

In  closing,  I  should  like  to  reiterate  my  commendation 
of  the  Subcommittee  for  moving  forward  to  place  housing,  once 
again,  high  in  the  order  of  national  priorities.  We  have  a 
long  way  to  go,  but  at  last  we  are  moving  again. 


Digitized  by  VjOOQ IC 


512 


Prepared  Statement  of 

Barry  Zlgas 

President 

National  Low  Income  Housing  Coalition 

On 

H.R.  1 

The  Housing  and  Community  Development  Act  of  1987 

Before  the 
Subcommittee  on  Housing  and  Community  Development 
Committee  on  Banking,  Finance,  Urban  Affairs 
U.S.  House  of  Representatives 

March  12,  1987 


Digitized  by  VjOOQ IC 


613 


Hr.  Chalritn*  dittinguithtd  MibArt  of  th«  Conitttt,  w(f  n«M  !•  Itrry  ti|M.     X  •■ 
th«  Pp«tid«nt  of  th«  iia tioM     UtM  XnQOH  Heutini  CMlitlon.     Th«  Coalition  io  •  notional* 
nonpartioan  nonprofit  ar|ini«aijan  nimm*  Mibora  inoludo  low  ineoM  tonanta,  organiiora* 
advoeatoa*  and  publie  ind  privitt  pruduo«rA  and  Mnafora  of  low  ineoat  houaing. 

Thank  you  for  th*  opportunity  to  appoar  boforo  you  today  to  aharo  our  viowa  on  HtR.  M, 
tho  Houainf  and  CoAAinity  b*vtlap»ni  Aot  of  1967.     I  would  liko  to  oovor  tho  followini 
aroaa  in  «y  t«ati*ony  today i 

K      T»#  4]tt«n(  4f  th*  houaiAi  orlaia  faoing  low  ineoM  paopla  today  and  tho  nood  for 
tr«atly  4HfMn<^0  f«d«rat  tt^litine*  to  halp  aolva  it. 

2.      SubttArtttvt  QOHBfntH  on  H.R.  4,  with  aufgoationa  for  ohanfoa  whioh  wo  baliavo 
woulti  ■brarfthin  ch«  bill. 

3*      fluiii«bi4n«  tar  additional  initiativoa  whioh  ara  naoaaaary  at  thia  tiM  but  whioh 
tr*  (141  QOVarvd  in  H.R.   k    Vh     t4  ourrvnt  Form.      In  partioular,    Z  will  bo 
diaeua^titf  IniHatlvfi  to  Jitr*n|t^*n  tli*  CoHnunlty  OavalopMnt  Blook  Grant 
pr«trai(   inltiativta  n«iu*()  to  pra^arva  th%  availability  and  afrordability  of 
«^Uliiki  r«d«rai;y  «HLflt4(f  horn  In*  r*Bour««ai  mtt  tho  naad  ror  a  naw  profraa 
pr<»tldtn|  criraot  atptul  jt^^iint  ■«*iiitjinQ<  to  fft»t*r  tha  aoqulaitlon,  davalopRont 
«ntf  r«habUtt4tlDn  of  houainf  for  low  inooM  paraona  through  aupport  or  nonprofit 
iMuainc  and  ooauftity  davalopnant  orcaniaationa. 

ailif  twHi  BwitM  flrmi 

Low  inooH  paof}|t  f^o*  *n    unpraoadantad  houalni  oriaia.     High  ranta,  ovtrorowding* 
hoMUflkuMP  41  nd  •tiflpJaQVHvnt  plagut  low  inoona  houaaholda  throughout  our  oltlta  and  towna. 
i9ynr%  outMekt  in  ridarat  hnuaing  aaaiatanot  funda  hava  apallad  diaaatar  for  Rilllona  or 
ranttra  and  owntra.     Statt  and  looal  govtmRonta  ar«  ovarwhalRod  by  tha  Ragnituda  or  tha 
problaR. 

Tht  1963  Annual  Houaing  Survty  oonduotad  by  tha  Canaua  Buroau  for  HUD  round  that  6.M 
RlUlon  rantar  houaaholda  aamad  laaa  than  $7*000,  or  a  llttla  Rora  than  50  paroant  or  tha 
rantar  Radian  inooRO  of  $12,900.     A  total  of  91  paroant  or  thaaa  rantara  paid  Rora  than  25 
paroant  of  thair  ineoRo  for  rant,  and  naarly  60  paroant  paid  Rora  than  J5  paroant  of  thair 
inooRa  for  rant.     Ovar  half  of  thaaa  houaaholda  paid  Rora  than  60  paroant  of  thair  inooRO 
for  rant. 

ARong  rantara  with  inooRoa  balow  $3*000  par  yaar,  tha  ahortaga  of  affordabla  houaing 
ia  avan  Rora  aouta.  A  total  of  66  paroant  of  thaaa  2.2  Rilllon  houaaholda  paid  Rora  than 
60  paroant  of  thair  inooRO  for  rant  in  1963. 

Thaaa  ara  tha  vwry  lowaat  inooRO  tananta  in  ARarioa.     Yat  thay  ara  paying  tha  hlghaat 
rant  {lurdtn*  nf  nr^y  inooRO  group,  aithar  ORong  ownara  or  rantara.     And  ainoa  1970,   thair 
plight  naa  worasnad. 

[ndaptn^fit  ifwlytU  or  tha  IMHO  Canaua  riguraa  on  houaing  by  tha  Low  Inooaa  Houaing 
Inforsation  AtrvLo*  thovi  tha    by   i9^D,   ihar*  vtra  naarly  twioa  aa  Rany  low  inooRO  rantar 
houaaholOn  lt\  ntfrj        noualH^  prtii*d        a*i  parcant  or  thair  inooRO  or  laaa  than  thara  wara 
unita  avaiU^lt  *i  t^ai  prioa  laval  to  aarva  thaR.     Only  10  yaara  aarliar,   tha  Canaua 
riguraa  ahow  that  whila  a  gap  axiatad,   it  waa  aubatantially  laaa  aouta  than  it  la  today. 

ARarioa  hah  ■Tptr'lanoad  «»  unpraoadantad  loaa  of  arrordabla  houau^t  atook  during  tha 
daoada  or  tha  1970'a.     Zn  1970*   ih«ra  wtra  aipaa     15  RiUioii  hanaing  unuf  arrordabla  to  a 
houaahold  aarning  $5  OOO  or  ]a4a  «  y^ar,   by  t^ftO  thla  numtmr  had  «4tndU<l  to  laaa  than  3 
Rillion.     Tha  nuRbar  of  rant*!-  ftouiatiMia  with  inooRoa  or  $5,000  or  laaa  alao  ahrank  during 
thia  pariod,  but  only  to  about  A  viliicn^   laaving  half  aa  Rany  unita  aa  faRiliaa. 

Tha  Low  ifk<ii>HF»  .i.„,MHrgi  Mtarwiton  Jlarvi"v  ir^^i  l«i*«  that,  on  avaraga,  500*000  low 
IMRM  ^WRliv  unita  wara  toat  tv*rif  yaar  dupirt^  tftt    qro'a*  avan  aftar  taking  into  aooount 
additiona  to  tha  atook  through  naw  oonffLru<jii4n  and  ranabtlllationf 

Tha  Qanaral  Aooounting  Offioa  of  t.ht     *A    Cwgraaa  raoantiy  raport*^  that  whila  only 
5<l  paroant  of  all  rantar  houaaholda  with  lrtqa*«a  balou  A^  ^raam  of  th*  Radian  paid  Rora 
than  30  paroant  of  thair  inooM  for  rant  in  if7«    hk  fiaroant  did  i«  in  1963.     Tha  inoraaaa 
oRong  rontara  with  inooRoa  balow  50  paroant  of  Radian  waa  avan  Rora  atartling. 
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Nev  research  oarrled  out  by  the  Harvard -NIT  Joint  Center  for  Orten  Studies  shows  that 
even  in  An  if^^  whar*  ConErfljn  bftll*v#d  it  had  matuaLly-  atde  pro^reos  over  the  last 
deudtia-- lap  ravine  the  quality  Of  the  hc^slnfl  atock»tlierv  it  ^rov^nj  «vtd«nca  that  hb  are 
Iqalfifi  srokiFid*     AcaciMling  to  t|9#  Joint  Cinttr'a  analyalSr   tha  Intildenc*  of  dllipldate^  or 
auttdtudard  houaln^  U  or\a#  afaifi  on  the  Lnor^aA*^      Tbla  Iji  aft«r  dacadaa  of  steidy 
dec  Una.     Low  Ifioava  renters  are  now  inDreaalJisly  confronted  with  not  only  reata  ithiah  are 
beyond  any  reasonable  level,  but  for  property  whloh  does  not  aset  even  ■Inlaal  standards  of 
decency. 

In  the  last  five  y^ti'd.  this  loss  of  affordable  housing  in  the  private  sector  has  been 
coupled  with  a  nearly  60  percent  rtduotlort  Ifl  ftii^fil  bDiial.n«  assistance  fUnds.     Moreover* 
M\wioB%  tha  antira  focua  of  fedarKl  tiousina  aaaUtance  id  now  placed  on  subsidizing  rents  In 
akletljig  nouMfia,   And  Umting  tuc^  aafllstann  to  rental  units. 

Kinally     the  last  few  yeara  have  wltneaaed   the  grotftH  oT  ^flottiar  threat  to  the  already 
aaa^ar  reaourcea  available  to  Id^  in  cone  paoplv.     Through  a  coBtrinatlon  of  Iah  lawa, 
4dclAi9tr«tlv«  deoX4loi4,  and  local  *o<MOBiaa     eany  housing  prajseta  crigijially  Aibiiidi««d 
by  the  r^^aral  aoTemnent  for  occupancy  by  low  Inoobft  tenanta  trv  Cbr4at«o«d  with  aalaa  and 
{lonTBraiona  khich  will  ra*ov«  thea  froa  the  invantnry  of  affordable  houaing.     These 
transfers  will  alaost  certainly  lead  to  widespread  displaceaent  of  low  Inooae  tenants* 

Over  the'  last  aonth,   the  National  Low  Incoae  Housing  Coalition's  Board  has  carried  out 
an  extensive  review  and  analysis  of  H.R.  4.     The  following  coaaents  are  baaed  on  that 
consultation*  and  reflect  the  coablned  expertise  of  our  Board  aeabers*  who  Include  low 
inooae  housing  tenants,  state  and  local  prograa  adainistrators*  and  advocates  froa  housing 
and  other  fields. 

Tiela  1;     Shelter  aaalatance  for  hoaalMa  amt  dlapUtrd 

these  Initiate vea   to  provide  special  aaalatance   for  the  hoaeless  and  displaced  are 
la(>ort{i;it  4nd  neoflaaqrjr.     Fivueverj  ve  t^lleve     t  ia  oi'ltloal  to  eaphasise  that  the 
avarwbel4in£  probiea  faoin«  the  AonaleS4  toe] ay  in  tha  lank  of  Affords bia  tinuainf  in  either 
tfie  ^u^llo  or  private  a^ctora.     Thla  la  sa  pec  tally  true  txsr  hoioeleaa  faoiUea-     Paallles 
aake  up  the  ain£la  fastaat  ^I'owing  Aa^eant  nf  tha  hooelada  population.     Mora  than  any  other 
group,   they  are  vlotiw  of  the  rederai  government  a  callooa  retreat  froa  adequate  federal 
support  for  afrardable  hauaina^     Driven  froa  tb«ir  hoqea  becauaa  of  exorbitant  rents,   or 
Involuntary  diaplaceb«ntj   theae  faallles  should  not  be  content  with  additional  shelters,   be 
they  eaergency  or  transitional.     Neither  should  the  Congress. 

Vhile  H.R.   t  provides  a  substantial   ineraaaa  in  authorizatlona  over  FY87  levels,   they 
are  still  totally  inadequate  to  meet  the  ^i^wing  naeda  which  are  fueling  the  honelessness 
crisis.     These  new  prograns,   while  coeaandablej   vill  not  aolve  the  honleaaneaa  crisis. 
Nor  should  they  be  prbnoted  aa  anything  but  an  interim  aol Lotion  to  balp  faeiilea  get  back 
on  their  feet.     Congress  oust  redouble  its  connltDent  to  the  national  goal  of  a  decent  home 
for  all  Anericans  before  the  boneless  will  have  a  real  chance  at  real  shelter 
opportunities. 

Specifically,  we  have  a  nunber  of  suggested  changes  to  these  provisions  to  increase 
their  usefulness.     The  propoael  vould  require  nonprnfita  recalving  grants  under  Section   103 
to  continue  to  make  thia  houaing  availnbie  to  hoeelea^  or  low  inaoiw  paraona  Pur         least 
10  years  in  oMer  tor  tHe  loana  tc  te  forgiven.     Ve  urge  the  Comlttee  to  extend  thio 
requirement  to  20  jrearaj    or  tha  uaeflLl     Ife  tha     tructurtt   whichever   la^i$reater.     This 

requirement  is  Kre  conat^tant  with  requiranents  Impaaed  on  other   low  lAc^one  housUig 
providers.     As  we  have  seen  in  th*  faction  23^,   FeHA  S«tian     i^k   and  Section 
221(d)(3) CBMIR)  prograaa,   even  20  years   la  an  inadaquata  ssf  eguard  against  the  eventual 
loss  of  affornnble  units  for  low  income  people. 

In   the  pro via ions  which  require  rents  Ui  the  Section   103  housing  to  be  limited  to 
tbo4a  parbltted  under  Section  8,  we  urge  that  the  Comaittee  Include  additional  language 
either  in  tha  atatute  or  the  Report  clarifying  that  sponsors  may  not  deny  housing  to  any 
person  beoauae  they  have  no  income. 

In  Section   iQ^i^  ve  have  received  comments  from  some  shelter  provider?  who  are 
ooncemad  ttiat  tha  Coomunity  Devaiopnertt  Bl^ok  Grant     I  location  forittla  doe  a  not  bear  such 
relatlanahip   Lo   th«   Incidence  of  hontlaaaneaa   throughout   th*  country       In  particular,   the 
CO&O  forvnlM  la  particularly  aanaitive  to  infraatructure-r^laLed  indlcaa  of  age  or 
distress.     Flomcieaafiasff     however^   doea  not  neceaaerily  bear  any  relationship  to  such 
allocation  aeasures.     More  critical  factors  in  determining  how  to  allocate  these  funds  msy 
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Inoludt  tiployMnt  and  v^uAoy  r»f»,  and  houtinf  ooatt.     Th«  CoaaittM  ahould  eontldtr 
whtthtr  othtr  faotort  •D«uld  M  lftDlud*d  in  th*  tUaoition  itniatuptr  p*rti4uurlr 
oentidtrini  hoM  llttlt  toUl  ruiKtini  i#  loLuftUy  b«inc  ud*  iiniUtU* 

Alio  In  StetloA  ion,  th«  «i4tLjtt  vould  ptnit  •t«t«  tnd  loot    fovArnatnti  p«o«lvlng 
granU  to  dUtPlbutt  fundi  to  nanprorii  oriiinlHtioni  to  op4ntf  pro^rAsa*     Hdwav^rt   it 
dtMi  n&t  r«iiuiE«   \.\n.a.      J  h«  ■(.ftuti   Khould  ^)t?*  *n  tbioluto  priority  en  muh  dlaiributiDn* 
tutti  ihould  not  t>«  aivowrvctd  to  «oi  up  ihttr  gun  olitUtr  protr*H  uhtn  oodpttont 
ncflpr^ruj  ilrwtdr  ailat  and  4r«  itruul^nf  vlth  ^vai'burdtnvd  ahtUara  mnd  profPtMt     Wo 
urfo  you  to  «tld  ttnguftii  whi«h  Hit*«  it  ol4*r  ttut  thooo  fundo  Miat  bo  apont  In  tho  flrat 
inotonoo   tltr«ugh  dLitrlbution  bo  quKit/lid  nAnprant  ppovidopo. 

Afoin,  In  tho  Saotion  104  otr^irLOttion  oootion,  aponoopo  opo  poqulpod  to  Rointoin  tho 
ppopoptioa  rop  low  int>tt»t  u»  raf  mt  Uaat      op  7  yoopo,  dopondlnt  on  irhtth*/*  th«y  vin 
POnovotOd  MJl]^  pruKriii   funila       Tbt*   ahould  ba   ohanyid   to  JO  y»ra  6r  th*  uoaru        I  ft  of  thO 
atpuotupo,  yhLchovor  L*  «p**tir»  and  aheuld  roquira  Moh  ihaUart  to  b*  ow)»pt*d  to  othop 
low  inoOM  Lia4a  if  tfi#  nood  for  tiOAoUo*  aholtar  paaaaa  during  that  tl«i» 

Tho  ppopoood  atotuto  doflnoa  "lowop  inooao  popaono"  oliflbla  for  ooaiatanoa  undop 
thooo  ppovialono  oa  thooo  with  inooMO  bolow  60  popoont  of  tho  arto  atdUn,     Thta  ahould  bo 
ohonfod  to     i^m    luvh  timniM.,.  .    with  inooaoa  bolow  tio  paroont  ar  tha  araa  Mdion. 

Vlth  only  $100  ■lllion  bolnf  dovotod  to  thio  ppogroii*  aponaopa  ahould  m  poqulpod  to  aopvo 
thooo  Mot  in  nood  and  with  tho  lowoat  inooaoa  fipat. 

mio  III     iouoiia  loot. uwo 

^«yiotJf  AaUwrtiiotJi^g 

H  n.      ppQvifiaa  authortt^tt  lun^  fop  103*000  unita  of  oooiotod  houainf  in  tho  ooRlng 
yoop.     Vhiia  oa  ikpnraMnt  ovop  tho  Adainiotpotion'a  poquoat  fop  only  80,000  unito,  thio 
io  atill  toUlly  inodtquato.     In  opdop  to  ppovido  aaaiatonoo  ovor  tho  noxt   10  yoora  to  oil 
tha  *mry  low  tA»o«  houaahoM?  olifiblo  fop  but  not  now  poooivinf  it,  Congraaa  ahould 
oonit  itaoir  to  ppovido  ot  looat  790,000  now  unit  poaorvotiono  pop  yoop. 


Ha  ibPOA«ly  luppDPt  tho  ppovuion  in  Soot  ion  202  whioh  would  phooo  in  Pont  inopooooo 
whtr*  iha  oouo*  t*   inorooaad  lnoo#a  aarnad  ty   tan^hta.     Tho  atotuto  would  loovo  thio  up  to 
th*  filAa  option'     Thif  proviatoh  th04jt4  b*  oanOarory  «fld  roqulra  PHAa  to  phoao  in  POnt 
inoPOoaoOt     VO  uri*  you  to  4hartia   turn   laniua^a  ait^ordln^ ly. 

That*  ppovlalono  alao  vouH  pamit  PHAa  to  totabriih  caUlni  ponta  In  public  hogoinf. 
Tho  ffitlMial  UoM  InoOBo  Moualn^  CooUtlon^a  l^oard  hoa  ohoaon  not  to  aiidocta  or  opt^Ata  khla 
pPOVlalM       Iiipoaitiofi  of  auoh  panto  dooo  APtato  an  ihoqutty  OfeoAi  tananta,    t*i  that  bob* 
ora  piylhc  a   NU  JO  paratni  of  thalr  Lnoom  Tar  rant^  uhilo  ^ithara    ftr>auHb;y   thooa  with 
hlNhar  inooaaa     nould  havt  thotr  ronto  oapptd  OAd  thua  pair  lata         thalr  Inoooaa  than  thooo 
laao  ^ortufiitai     £r>qdur«airti  hlthar  Inoo**  tanonta  to  rauln  if\  publio  houaln«  hy  {rapping 
UwlP  rant*  aty   foatar   battar  tanoAt    laR^apahib     aa  ^ropAfiant^  p^va  ai'Kv'it*     Kowavop,    It 
olao  woPka   tfl  dla^'H^raM   i^on  tonanta  fro*  aaahLnt  houaLnc  in  tha  prlvata  vrkat  ontt 
fpooing  up  a  <oarciat   trr<iriiMhi*  hotj'lfit  P4«iihir(«i   ftyr  *   varj    low  Lnoonta  rtntar.     On  tha 
OthOP  hand,    rant    inoroaa^r^  l^puaad  in    i '}tl  i  liaw  airaadjf    imhatantUlly   iporaaiad  «om 
tonanta'  Ponta.     ^t>rcLn«  ttnanta  w^oaa  inooHO  ara  atlil  btlov  tha  H^ian  to  oeopoto  in  tho 
ppivoto  houainf  Ktrlrat  in  mtny  jurLadlbtlona  La       orual  jotio* 

Tha  diiov*  of  oallihi  ranla  and  tha  ndiouloua     iaeuoatona  whioh  thoy  onfondop— 
dlaouoaiona  about  ^tvL<fin«  an  Inadatjuata  POO«Mr«a  ifeonx  «  nultltuda  of  pooplo  in  nood— 
MchU^nt  Iha  undaPiftPf  ttauai     tha  toUl   in^^^a^uauy  ^^f  tht  ourranl  and  pf^jadtad  aup^lv 
or  affopdabla  rantai  houainf  for   low   Ln«*a  paopla.     UntU  Cnn<raaa  foooa  thia   Laaua 
Oquaraly  tnd  hMaotiy,    It  wtli  dsntlnua  to  dra*  lloair  throufh  datiotoa  avor  ioouoo     ilto 
dolllim  rontt.     Thooo  art  illaouioiona  with  ao  aottafaatory  aolutton  uhioK     it  tononta 
AtOlMt  tanantaf  MMflmAwmni.  4ff»lnat  tananta>    and  i^lttHttty  woakon  OUppOPt  foP  tho  vopy 
trOfPOH  vo  Boat  nood  to  oxpond. 


Soot  Ion  Jo J  would  oltop  ouppont  low  to  popoit  up  to  29  popoont  or  all  oooiotod  houainf 
uniii  to  ^  Pantod  to  tononto  whooo  inooaoo  opo  not  bolow  90  popoont  or  tho  opoo  oodion. 

V*  atronily  oi>paa*  thio  ohonfo.     Tho  nood  rop  houainf  aaaiatonoo  aaonf  tho  vopy  lowoat 
inooM  POBtara  u  Qloarn     Pooilioo  ot  90  popoont  of  tho  oodion  opo  not,  oa  opitioa  ofton 
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oharg*,   faalllM  on  welfare.     OTerall,   faalllM  would  qualify  for  tbla  oatasory  with 
laooaaa  of  11 3  000  par  yflar.     Thla  Itaalf  la  about  tha  national  oadlan  InooM  for  all 
rentara.     It  la  not  a.  difficult  or  onaroua  atandard  to  oaat.     Thla  Coaalttaa  ahould  atrlka 
thla  aflctloQ  entirely^     Gncfl  again.   If  tha  Congraaa  la  prepared  to  provide  aufflolent 
aaalatanoe  to  mett  tha  needa  of  all  vary  low  Inoooe  rentera,  then  we  will  aupport 
additional  aaslatAnot  to  th04t  with  higher  Inooaea. 

PUbllo  Bouali^  i—nit— nta 

Section  211  referenoea  voluntary  profeaalonal  parforMuioa  atandarda  aa  a  guide  to 
treataent  by  HUD  in  quilifyins  for  certain  prograa  advantagaa.     We  aupport  the  Intention  of 
thla  aectlon,   bt^t  ur«e  tAe  adoption  of  additional  language  to  require  that  auch  voluntary 
atandarda  be  aatablla^ad  not  only  by  the  public  houalng  "Induatry*,   but  with  the  f\ill 
participation  of  rapreftenlatlTea  qT  tenanta  and  other  public  partlea  with  an  Intereat  In 
the  manageaent  of  pub 11a  houalng* 

Section  21     auttiorlilng  davvlopDant  granta  ahould  be  expanded  to  Include  apeclflc 
IangU4i«4  rflafflrmne  that  fwcille  houtlng  la  a  aajor  aeana  of  providing  affordable  rental 
houalng  for  v^ry  low  IncoH  peraonA^     Tbla  aactlon  ahould  explicitly  atate  that  It  la 
Can«r4U     Lnt4At  to  trtOrtaAc  tin  supply  af  *uott  houalng  through  aoqulaltlon,  developaent, 
add  rehabilitation  of  houaLn«  tnrDu^h  the  public  houalng  developaent  grant  prograa.     The 
Cocgmu  should  AtAt«  it  a  clear  direction  to  HUD  that  theae  prograaa  will  be  expanded  froa 
thftlr  eurrtflt  iorrf  level*. 

K.  aUtaa  that  developaent  granta  will  be  reatrlcted  to  aaounta  not  In  exoeaa  of 

khoaa  naadad  to  provld*  alallar  unlta  for  slallar  fijalliaa  through  atiqulaltlon  Axm 
nruOlllUtlDn  or  through  l«a*»  arrucA^nta  ia  uiatlng  atock.     This  hlehllghied  language 
ahould  be  atrlckan  altoffithar.     Thla  la  an  Inappropriate  teat  to  apply  to       ii^vilopa*nt 
prograa.     Thla  aeotlon  ahould  aake  It  clear  tha     developaeJit  of  nau  aaalated  houalng 
reaouroea  haa  an  equal  priority  with  the  rehabilitation  of  exlating  resources. 

Sactiaa  2\     lay  a  out  a  aertea  af  taata  which  auat  be  mat  bafore  the  iJtJD  5ecretaf-y   oan 
approva  a.  public  houalng  daTralapaAiit  ^rant       Aa  currently  wrlttan     IL  app«ar-a   that  a   F>H5 
would  have  to  aaot  ea^Jh  ona  of  these  teata  concurrently,     TUB**  aectlona  ^htiuld  b* 
rawrlttan   to  clarify   that       PHA  which  naata  any  cna  of  tha  taata  quallflea   for   developaent 
grant  ruQdiAg       PurtheJf'vore,   nv  opp044  the  specific  la^euag*  requiring  that  at  laaat  B5 
parcaat  of  tha  P^Aa  a  tack   ba  nalntainad   to  standards.      Instead,   ve  ouggeat  language  trhlch 
woitlc]  r#<}LJir-e  HuD  to  deny  development  funds  to  any  PHA  whloh  "cannot  &e  raaaonably  4xpactad 
to  perform  9de^uAtely         Finally     the  last  subaeotlon  should  t>e  anended  td  atrlka  the 
language   raferrlng  to  Seotlon  6  Certlfloataa  of  Vouchers       Instead,    PUAa  sha4Jld  be  required 
to  dccunant  tt\ia  need  ^by  ^^usivlus  ^>^^  needs  far  hou^tng  in  the  ccaikujiity,   i^ith  pa^clcular 
attention   to   famlllaa  and   th«tr  apaclal  ne#dSr   and  after  talcing  into  account  such  factors 
a4  the  waiting     Ists  for  puhllc  housing,    failure  rstea  aoong  recipients  oT  Section  8 
Cftrtlfloatea  and  Vouohers*  and  the  coaaunlty's  Housing  Asalstanca  Plan 

He  aupport  the  Child  Care  Demonatratlon  prograa.     Kavevar,  wa  hava  received  connenta 
froa  aoae  aaabers  cono^i-ned  that  the  requii-enent  that  allacatlona  ba  baaed  In  part  on 
areatiJig  the  greatest  nuabar        projects  with  the  available  funda  vlll  dlscrlnlnate  against 
*ABe  atatea  vhloh  ragulate   bha  child  care  profaaalon.      In  California,    far  instance *   atate 
regulations  rt^iuii-e         -^  teacher  atudent  ratio,     thla  could  bias  deteralnatlons  against 
such  a  atate,    to  the  d«trijwnt  of  the  tenants  living  there. 

l^ibUo  aoftjOiM  Detlltloii  snJ  Plj^wltl^ 

Section  2}^  should  be  aaended  to  Include  apeclflc  language  stating  that  "the 
deoolltlon  of  public  housing  unlta  may  be  undertaken  only  as  a  last  resort,  when  all  other 
reoedles  have  failed  or  been  proven  i ureas Ibie." 

faction  2T9{a         U}(1)   exciiaea  ^Ht^a  fron  the  one-for-one  replacement  requlreaent  If 
the  Secretary  deterainea  thare  la  net  need  for  low  Inoooe  tiouslrt^  baaed  on  a  series  of 
iaauea       Thla  teat  should  ba  bmadanad  to  Include  the  canatderation  af  uaitlng  Hats  for 
public  housing  assiatance  m  the  Ju ria diet  Ion j   the  availability  of  assisted  housing 
resources  for     11  those  eligible  for  and  deal ring  to  recsira  It,   and  the  estimated  length 
of  time  eligible  bananta  oust  wait  hefora  red^lvirg  aasiatance- 

^baectlon  (A   Cll}  should  be  aiiended  to  require  that  the  substitution  of  Section  8  or 

other  coaparable  state  d^  local  reaoufi^ea  oust  be  for  a  period  of  at  least  40  years,   not   15 

years,   as  required  In  the  curreat  language.     This  would  provide  assistance  more  nearly 
coaparable  to  public  housing. 
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SubMotlon  (B)  should  b«  oh«nf«d  to  opoolfloolly  provldo  tenants  with  •  right  to 
rtpUooMnt  housing  ot  ronto  whloh  art  tho  mm  ••  thoo*  In  tho  units  from  whloh  thoy  trt 
dlsplsood. 

Tht  Nstiovt  Low  ZnooM  houitni  Coalition  also  urges  tho  CoMlttoo  to  adopt  language 
irhldh  would  prohibit  tht  ptyvtftt  of  opartllng  •ubsl^Ui  to  inr  Pl'4  r«r      unit  vhltnh  roMlns 
vauAt  for  ■  paPlo4  of  Bdrv  ttisn  60  daya*     Tog  mmny  of  Qur  aaBbiri  hava  raporticj  housing 
AkithprUlifl  vhlcrK  arf  oarrylof  out  4BHUtlon  And  iHapoaltiort  of  public  hduaiD«  through 
plinntd  vaoinolii       Propartlai  4r*  imitlad  aut^   salntanand*  !■  not  oarrUiI  i^ut     and 
prapartlat  dvtarlorata       PKAi  rtnaUy  broaoh  dasaMtton  aa  IS*  'only  foaslblo  option." 
Landlf>rdi  tn  Atatlon       homing  an  only  prgvld*^  ibatr  a  u  bald  Lai  for  tha  Initial  vaoanoy 
period.     PHAa  ahould  be  ibii  to  Met  Itia  asM  atandsrda. 

WodarPLtaatlw  Qiranta 

Motion  27ti  ihould  be  SMnded  to  provide  a  priority  In  CXAP  funding  to  repairing  units 
vhioh  havt  iirt-lhreitening  oondlttoni. 

Va  eonMAd  t)ia  coaalttae  fOf  adding  language  to  this  aeotlon  whloh  requires 
HPttfloattona  ftf  adaqmta  pitbUo  «n<t  t*iMrit  pi>rLlolpatlon  In  the  developMnt  of 
bOaprahanilv*  aodarnl station  tppMotttont^   iMndBafitf  and  atinual  pep^rta*     Thee*  jrrovlalonO 
vara  flrit  mu'it*^  ^V  thi  Coalition   Uat  y«ir  In  H.fl*     t  and  us  ar«  gntarul  to  the 
Coaalttfa  and  aaaiiar*  C'or  vdoptln^  aur  /-acdiiMnditLeni       tfa  ursa  y4u  tA  luk*  on*  orungt  In 
t^*«a  aaotlani  t^  olirlfy  that  thi  aaaa  raqniraaantt     lao  apply  to  hflualni  opiribad  by 
Indian  Hgualn^  AuihorltUt*     These  atotiond  should)  b«  «apUfl4d  to  npaoLfy  that     11 
raqMlrad  otjnauitatlona  mitt  take  plaoe  with  "tenanta  of  Indian  Houalng  Authority  projeots" 
where  tha  unlta  Mr*  operated  by  tribal  PHAa. 

Tha  XUO  rtvUu  artd  approval  prooadura  should  be  aMnded  to  provide  the  Seoretary  with 
the  tbLlity  to  ^andltlonally  ap^Kva  grants. 

yeeldfcit  HaftajagMt,  Pg^Sg^^ 

We  luppATt  tha  general  thrust  of  the  resident  MnsgsMnt  progrsa  outlined  in  the  bill. 
Ve  sre  espeolsUy  plesMd  to  see  thst  the  resident  MnageMnt  prograa  has  been  ohanged  In 
H.R.   i|  to  Inolude  protaotlona  for  tlployaai  aovarad  by  doUaativa  barKainin«  aKraaaantat 

Ve  Bust  oppfjaa   L)ta  prPvlatfinA   in   thla  projtraa  vbtoh  would  paral     RMC«  to  ra^uai* 
walvsra  froa  rsK^latary  raqulraaanba  lovamlnc  rHAa,     Wilvara  fr^ii  raKUlatlana  are  not  any 
»ra  ^aalrabla  or  iuatiflad  vhar)  ra(]ua»t«d  hy  HhCs  Chan  b}   PKAa  or  prlyita  Hna^aant 
COapaniaa.     Tha  Adalntatratlva   Praoaduraa  Aat  pro^idaa  a  way   for   tananta,    PMAa  or  ahynna 
ill*  to  ifatlblan  Tor  a  uhanga  in  r«iuUtl«nR       Thar*  la  no  Juatlf loAtlon  for  apaoUl  waJvar 
provlatona.     Thay  OMtd   laad  to  in  erosion  of  national  luidaUftaa  In  tha     datntatratlon 
Iba  pratrum,     hi  nor^t     thay  Mild   ttad  to  tha  atlilnatlon  of  Lii^ortant  protaotlons  fained 
by  tananta  ovar  Aany   long  yeara  of  atruulaa  to  obtain  baal4  rlfhta.       V*  uria  tha 
Coqiltts*  to  itrllta  the  antlra  aaotlon  daatin^  with  walvtna.     If  tha  waiver  provlaUna  4n 
leapt  in*  aa  urge  you  to  add  languic*  whloh  Mkes  It  olear  that  no  valvtrt  My  b*  grantad  to 
iny  proviaiona  ptpuinini  to  lease  and  grlevanoe  prooedures  whloh  spply  to  tsnsnts  In 
publlu  nouaini. 

Seotlon  221(g)  should  be  sMnded  to  require  esoh  RMC  to  subalt  sn  snnusl  rsport  to 
HUD,  and  to  require  suoh  s  report  to  be  olroulated  for  review  and  ooMont  by  the  projeot 
tenants  prior  t<»  r-       -^i  >^ilon  and  subalsslon  to  HUD,  snd  thst  sll  ooMonts  reoelved 
during  tnia  prooaaa  auat  &*  au bait tad  to  HUD  along  with  the  report. 


The  National  J.ow  ZnooM  Housing  Coslltlon  oontlnues  to  oppose  the  use  of  vslusble 
pbbUo  tioMaini  rental  atook  for  hoMOwnershlp  opportunity  progrsM.     If  tha  Con^r*mi,  truly 
bellevaa  that  low  inpoM  people  need  the  opportunity  to  beoooe  homownapa—and  Etl.tHc: 
•up^orta  thia  gtnaral  goal --than  the  Congress  should  sdopt  s  proiraa  wnloh  provides 
■urrjaiant  raaokiroaa  to  osrry  out  suoh  s  progrsa  In  s  wsy  that  will  ajipand  raChar  than 
oontraot  the  overall  availability  of  affordable,  publloly  owned  and  operated  renUl 
housing. 

Zf  Congress  persists  in  using  the  publlo  housing  stook  In  s  hoMownershlp  progrsa,  the 
proposal  In  H.R.  H  should  require  s  one-for-one  replsosMnt  prograa  of  the  rental  units, 
and  should  require  PHAs  to  provide  operating  ssslstanoe  for  units  In  whloh  prospeotlve 
purohssers'  InooMs  will  not  be  sufflolent  to  oover  the  oosts  of  purohase  snd  opsrstlons. 
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The  Coalition  la  pleaaed  at  the  changes  which  hava  been  nude  to  the  hooeownershlp 
program  since  H.R.  1  waa  debated  In  the  House.  In  particular,  the  resale  restrictions  In 
H.R.  4  are  especially  good  to  a#«^  Vt  rtoomsaerni   that  this  section  be  expanded  to  require 
theae  restrictions  to  apply  to  mn^  public  houalng  which  Is  aold,  whether  under  thla 
particular  prograa  or  any  att\^r,   inc luffing  the  ablating  prograa  under  Section  5(h)  of  the 
U.S.  Houalng  Act  of  1937,  as  anended. 

Section  22(b)  should  be  amended  to  make  it  clear  that  when  an  RMC  purchaaea  a  aingle 
fially  unit  vtiich  It  then  offera  for  sale,  and  the  family  In  the  unit  chooses  not  to 
purchase,  the  tenant  has  an  absolute  right  to  remain  In  tenancy  under  the  terms  and 
conditions  of  the  public  houalng  program.  The  aectlon  ahould  make  It  clear  that  HUD  muat 
In  auch  caaea  provide  aufflclent  aaalatance  to  permit  the  tenant  to  remain  la  that  unit. 

3ma%i.oa  &   iamlatance 

Wfl  strongly  support  the  provlalona  of  Section  231  which  would  require  all  Section  8 
Certlflcatea  to  carry  a  flill  5-ye4J~  ocntcaet  term- 
He  urge  the  Committee  to  Adopt  a  new  pro via Ion  In  thla  aectlon  which  would  permit 
public  housing  a^vnclaa  tc  aet  istde  up  to  !^   pvrcant  of  their  Section   Certtrlo^te*  for 
use  in  ap«ci^X^£]  prcfjArti^a  uhlcr^  bt**)  eligible  tar   the  low  IncoiDe  houalng  tax  credit,  or 
vlilch  *rfl  baljig  develop  ad  aa  lisite<t  e<iuity  low  Ino^jiH  houalng  cooperatlvea.  Thla 
^tnl&tiiBKti^   KOuld  enabU  the  ^avelopvent  of  aucH  p roper U<fl  with  the  aaaurance  of  an 
adequate  incontt  ctiraugh  the  Section  8  program  to  awye   very  low  Income  houaeholda. 

BmUI  Hehabilltatlon  Crmnts 

We  urge  the  Committee  to  amend  the  Rental  Rehabilitation  Grant  program  In  Section  238 
to  require  rents  in  these  unita  to  be  restricted  so  they  are  affordable  over  time  to  low 
Xncome   tenaiita-  Vitti  the  adoption  of  the  low  Income  houalng  tax  credit  laat  year  In  the 
Tax  Efeform  Act  of  997  the  principle  of  reatrlotlng  rente  to  an  affordable  amount  to 
enaure  thei/«  banefit  to  iov  Income  rentera  waa  firmly  fixed  In  the  Internal  Revenue  Code. 
the  aankiag  Conlttee  should  enaure  that  the  programa  It  authorlzea  provide  the  aame 
protection  for  tenanta. 

3eation  2i|  Adda  an  Important  protection  for  tenanta  In  HUD-lnaured  and  aubaidized 
pi'ope^ti**  who  are  threatened  with  dtaplacenent  becauee  of  prepe/nent*  of  the  mortgages  by 
private  owners.  V«  suggest  oodi Tying  this  iinguage  to  specify  tnat  th«  notlTioation  muat 
he  pF-ovided  at  least  6  Bonths  prior  to  the  earileet  date  aji  whlcJ^  a  prepeyment  coultf  be 
made  and  to  require  KUD  to  notlTy  the  appropriate  stale  and  loc^al  agencies  of  auch  a 
notice  within  30  d^^Q  of   Ita  F'eoel^t.  Tbe  ^t^tute  ehould  further  reqi^ire  tate  and  local 
agencte^  to  enaure  that  nonproric  organizations  vhlch  ere  capable    Baking  auCh  an  offer 
are  notified  i.r\   a  tlaely  menner  of  the  o^ner'   tntentior  to  eel  I.  The  section  should 
Include  sobh  requira»nt  for  the  inngth  of  ime  during  >jhicti  the  right    fire  refueal 
appllea.  Under  the  ourrent  t^nguage,  such  a  right  could  theoretically  he  extended  far  only 
a  token,  ninljul  anount  of  time^  ^onprofita  need  sufficient  tine  to  generate  a  re^U^tlC 
propoaal  for  the  purchase  of  sucft  properties  in  order  to  make  this  provision  erfeetive 
The  atatute  should  make  it  cleec*  that  tenant  organisations  end  rooperatlres  are  Included  in 
the  definition  of  nonprofit  organization  for  purposes    the  right  of  firat  refuaal. 

We  have  a<lditlonal  comments  regtrding  the  dlaplacement  threat  from  exlating  houalng 
becauae  of  ^ repay ruents  vhich  I  will  suAnarlz  later. 

HiMflemBnt  jnd^  Preaerratloa  of  HOD-OwMd  atooat 

Section  zm   ahould  be  expanded  with  language  which  requlrea  HUD  to  give  a  priority  to 
blda  which  pledge  to  extend  the  low  income  uae  of  the  property  beyond  the  minimum  term 
required  when  ieUlng  properties. 


NlTNC  supports  the  Biulttfmliy  preaervatlon  loan  program.  We  urge  the  Committee  to 
add  language  which  vould  require  ownera  receiving  auch  loana  to  agree  to  maintain  the 
property 'a  low  Income  character  for  the  greater  of  20  yeara  or  the  remaining  life  of  the 
mortgage. 

The  language  in  Section  264(b)(9)  ahould  be  altered  to  atate  that  "auch  loan  will  be 
leaa  coatly  to  the  Federal  Government  than  other  reaaonable  altemativea  available  to  the 
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ScoptUry  for  ulntilnlng  th«  low-  and  moderate -InooM  oharaotor  of  auoh  projoot  fM*  u 
•qulvUaat  period  tf  tlM*"  Thla  additional  hlghllghtad  lanfuago  will  roqulro  auoh  an 
•valuation  to  ba  rnda  batwaan  "applaa  and  applea." 

StQiiQti  ^S^   thtmlfi  aoand  the  Saotlon  202  houalng  prograa  to  olarify  that  It  oan  ba 
uaad  to  t^rovid*  ilnj^U  rttHm  oooupanoy  (SRO)  houalng. 

m«fl*  la  a*alat*d  IwmtJg 

Th*  N^tiQrifti  Low  InooM  Houalng  Coalition  urgaa  th'a  CoMlttaa  to  rajaot  thaaa 
aaandoanta  and  to  rapaal  Saotlon  21<l  of  tha  Houalng  and  Conminlty  Davalopaant  Aot  of  1960 
altogathop. 

Tha  ppovialona  of  Atotldn  267  oonoarnlng  fraud  and  abuaa  ahould  ba  expanded  to  Inolude 
apeolflo  lin^uAg*  provldlnf  tananta  with  a  fair  hearing  and  due  prooeaa  prooedure  where 
tiitfiDtLoni  gf  fr>iid  of  abuma  are  Bade* 

n^gtlofl  J}B9  ahould  be  aaended  to  require  HUD  to  reauae  publloatlon  of  the  Annual 
Houalng  Ooala  report. 

Uw  Btr4ntEiy  lup^ort  thla  loportant  defflonatratlon  prograa  flrat  propoaed  by  Rep. 
HdKlnnay.     Urn  aUrt  aupport  aaendaenta  whloh  we  underatand  he  will  offer  during  aark-up 
whiQH  tf04l<]  p«rHll  th*  UM*  of  HHS  funda  to  prevent  hoaeleaaneaa  by  faalllea  faolng  evlotlon 
badaui*  CAay  ^n  uoa^l*  to  pay  their  rent. 

S«otlon  ^0]  ippvArn  to  r*p«ai  a  provlalon  whloh  now  requlrea  ODBC  granteea  to  inolude 
in  thalr  tnnual  4t«t«atnta  m  mitmmry  of  the  paat  year'a  aotlvltlea.     We  oannot  underatand 
why  litm  Cw$r*tn  would  u^nt  to  4iXij&tn4te  thla  requlreaent,  eapeoially  without  replaolng  It 
with  «qy(hin«  Aiall«r>     M  appoi*  t^^i  provlalon  and  urge  the  Coaalttee  to  remove  it. 

We  ilao  appMt  a«otlon  ?0Aj  whloh  would  provide  a  Halted  expanalon  of  the  ODBC 
prograa  to  p« rait  hh  4on*truotlon  of  homing. 

I  have  a  aerlea  of  ooaaanta  about  the  ODBC  prograa  whloh  I  will  auaaarlze  In  a  later 
aeotlon. 

Section  9Q9  ahould  b«  aufan^'d  to  require  that  oltlsen  review  and  ooanent  prooedurea 
be  extended  ta  Lhi  i^^*  Ay  KrtnUt^  of  UDAO  repayaenta. 

We     brun^Vy  fuopbPt  the  author iimt Ion  of  the  Fair  Houalng  Inltlat^ea  prograa. 
Howevar,  nm  oppaa*  th*  llniutlnni  pUotd  on  the  uae  of  theae  funda  In  ao-oalled  "teatlng" 
prOtrABfl.    Than*  r«*tPlott4nii  iihQuld  bt  *llalnated  froa  the  prograa. 

tht  tarMtiRM  raqgiraaanta  of  :]«<itLoii  605  ahould  be  ohanged  to  reatrlot  theae  funda  to 
hooathold«  with  iftooned  at  or  balow  40  ptrotnL  of  the  area  aedlan.     In  addition,  the 
requlreaent  th*     finlll**  uk*  at  li*«t  a  ID  p*roint  ^JohnptriiAnt  In  ch«  [iroi[rJi«  ahould  be 
replaoed  by  a  provlalon  whUh  utatoa  that  tpQnmorn  **f  not  n^fulr*  pjirttolt>jintn  to  make  a 
downpayaent  whloh  would  pravint  sthirwli*  ilijithla  horrtnt*rt   froii  pArtxait»bin|f  In  the 
prograa.     FHA  Inauranoe  ^r^xr***  'lo  net  r*nulrt  wioh  h#ftj^  iiounptyaenta  by  buyers.     It  la 
hard  to  aee  how  Nehealah  veuld  tr'uly  narv*  low  «nd  vodint*  Inocii*  buyir*  with  *trloter 
downpayaent  requlreaenta  %tiM  PM  aaka  of  aid  die  inaoae  pur«haaar«. 

We  alao  auggeat  the  ellalnatlon  of  the  alnlaua  partlolpatlon  requlreaenta  In  Saotlon 
606. 
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IddlUooal  iBitlatii— 

Cii^liqtT  DBTMlnpiit  BltK±  GrmntM 

OTttr  the  lAoi  two  yura<    tti«  NLltKC  has  been  actively  participating  with  grass-roots 
organizations  throughout  th*  country  to  support  the  continued  authorization  and  ftjll 
fUn^lnft  of  tne  Conun^ty  D«vfllopi»nt  Block  Grant  prograa.     We  have  done  so  because  we 
belivTB^   and  axpvrience  ahowB^   Uiat  this  progras  Is  one  of  the  aost  vital  Beans  of 
dupportloE  casBunity -baaed  (JevalopHnt  for  low  Inoooe  coHunlties.     We  have  consistently 
fQu^ht  proposals  to  rescind  funding  for  this  prograa,   and  f\illy  support  its 

Howvvtr    W4  have  also  found  In  working  with  groups  throughout  the  country  that  the 
loMl  Adnlnl«t ration  of  th*  CBBC  pr^o^M*  oah  l*av<  much  to  be  desired.     In  aany 
coaaunltles,   thia  cDrLsreaslonml  QipHctatlon  thit  these   Tunds  vould  &«  ua^t]  prinolpally  to 
benefit  low  tnooiea  ;>40]>1«  14  honoJ^fld  Wtr^  In  the  breach  than  anyuhar*  elaa.     Tba  economic 
developaent  prDvialons  at  the  atatuta^   In  particular,   haw  hven  atruded  In  QiB/iy  localities, 
previa tng  in  aKOua«  for  local  ^yemifi«nt4  to  support  cOMtroial  cjavalopsant  ift  downtown 
areaa  without  raear^  to  providing  job  opportunities  for  low  Incoae  people,   or 
revltallzatlon  of  ntl^hbornoQds. 

Last  year  tha  NLIKC  Joined  with  others  in  supporting  H.R.  4679,   the  Coaaunlty 
DeTslopnent  Block  Grant  laprcvanent  Act  of  1936^   aponaorvd  by  }iep     Parran  J.  Mitchell* 
This  btll  would  hav«  4ftd«  oartalo  ohan^4  to  the  CDBC  pragras  t^  pr«vant  dlsplaceaent  of 
low  Indona  eoBBunltlirB>   enhance  the  uaa  of  aoonoalc  daTelopnent  apandlng  to  provide  low 
iocoH  frarsona  with  cpportunitlas  ancT  acanemlc  growth,    snd  apacifl«d  that  all  CDBG  fUnds 
■ust  be  used  to  benefit  low  Inoosw  pvraona  in  tha  coBDunity 

Since  then,   tha  NLIMC  has  continued  to  wi>rl(  with  a  broadly  based  coalition  of  national 
and  locai  orga^iirationB  concerned  ulth   low  iAcoae  coanunity   davelDpaent  and  preaBrvHtion. 
bfe  hare  refined  cur  Initial  propoaala*  aa  contained  In  the  Mitchell  blLlj   and  added  sOM 
additional  provisions  developed  through  a  lengthy  consultation  process  throughout  the 
country. 

Our  Coalition  on  Low  IncoiDe  Connunlty  Development  has  developed  a  five-part  proposal 
which  we  believe  hrould  strengthen  the  CDBG  prograa.     He  advocate  the  following  changes: 

*  Establish  clear  and  tough  anti-diaplaDaaat  requlreaents  on  the  use  of  CDBG  fUnds. 

*  Re-establish  the  application  and  rerlau  requirenenta  which  governed  the  prograa 
prior  to  the  Graaa-Latta  budget  reconcillaiion  dct 

*  Re-establish  the  citizen  participation  requlreaents  which  applied  to  the  prograa 
prior  to  1981. 

*  Require  grantees  to  prepare  "Economic  Developaent  Plana"  which  assess  the  need 
for  econoalc   davslcpaant  and   Job  opporLunltlea  aoong   lovar  InooDa  real den ts^    and 
lay  out  a  plan  and  4  proe^^B  f^r  addreeslns  the4e  neqda  tnrough  CPBI?  spe^idlngr 
Many  of  our  iwab«rs  have  found  that  locally   funded  aconoaio  developaent  activity 
is  often  an  untargeted  aubaidy   for  downtown  development  t/t  A/\y  l^intf.      It  la  often 
unresponsive  to  low  incoae  and  neighborhood  needs         Ithough  it   Is  routlnaly 
credited  as  a  low  incoin  benefit,    few  cttiee  if  any  can  actually  docuaent  how 
this  benefit  is  achieved,    or  On  k*ha     basis         Is  planned  for  and  carried  out. 

*  Require  that  at  Uiit  5i   percent  of  al     CDBG  funds  be  apont  on  activitlas  which 
benefit  very  low  Incooe  houaeholda  vlth   incoaes  below  ^0  parcant  of  tha  area 
median  incoae,   and     00  percent  of  all  CDSQ  funds  be  a^^nt  ori  dctivitUft  which 
benefit  low  Incoae  households  with  incoaes  below  80  percent  of  the  area  median 
Income. 

With  the  continuing  federal  budget  crisis  caused  by  massive  tax  cuts  and  unreasonable 
military  apandm^     the  presoure  to  cu     fedcra     4pen<Jiri$  on  vlt^I  dooestic  Issues  like 
c?otBounlty  developaent  la  Qontinuijvg.     I^«  fully  support  the  continued  funding  of  CMC 
because  ^e  t>alleve  that     t  does  operate  In  nany  cojnnunltiaa  to  provide  the  only  *ou»^e  of 
support  for  ooHmnity-baaad  housing  and  developaent  atrate^l-^S'      Tn  aany  other  aonunitlas, 
however,   these  goala  art  not  delns  realised       In     iacu salons  with  Deflii>ara  of  ftotn  the  Hotidc 
and  Senate  Budget   Conaittaea.    ve  have  been   told  again  and  again  that   CDBG  la  not  going   to 
be  protected  aa       "low  Inoooe  benefit     prnsra*  l>e cause  the  percaption  ia  tha  doea  not 

qualify.     This  Cooolttee  has  the  opportunity  and  obligation  to  correct  this  problea,  and  to 
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•nsur«  that  all  grantMa  %r%  p«qulp«<l  to  us«  th«sa  •oaroo  funds  in  ppogrtM  that  dlrtotly 
banaflt  low  InooM  poraona*  do  not  oontributa  to  dlsplaooMnt*  and  provldo  ooonoalo 
dovolopMnt  bonaflta  to  low  Inooaa  poraona  and  nalghborhooda. 

Hr.  Cnairmui,  1  urga  you  to  oonaidar  thaaa  ohangaa  and  Inoorporata  thaa  into  tho  bill 
O0A*l4l*r4(l  durLng  MPk  up  of  H.R.  1. 

In  Juvr   ^904,   th«  itatlwul  1«qw  tnooH  Kouatng  Coalition  aponaorad  a  aa.>or  oaating  in 
tfiahl/iiton^    D.<:»,   to  halp  ortatt  t   "pao^la't  houiLAf  pre^Ma*       4   ui^r  rtiuLt  4f  thli 
Mating  HU  tit«  d«v*l0pMnt  Qf  m  ounovpt  paptr  outlirrlni  what  h«  dubl>«^       ^CoavunUy  Ha«*4 
Houaing  Juppljr  rra^rvB*'.     Thi  ^rpoH  Qf  thia  pra^ran  wa«  lo  pnvlda  Nnili  ^ttiati  Ktjuld 
fulfill  two  r*Iat«<l  (OiLat     tht  di^alopMnt  ind  ^raiar^Atlen  of  tffordabU  liouiliii   Tor  low 
«ncl  v*rr   iQH  IfiqoH  ptrADHJif   and  aupport  of  fuon  trrort*  t>y  nonprttfH  drgirtltitLont  t>iMd 
la  tAalr  ^oawitltua*     Thia  la  not  th*  flrat  tlat  th*  MLtNC  hia  a?**  btfara  i^Au  id  dUouaa 
thia  ^ropoaal       At  th«  •ni  af  our  Iflfl*  c4nr«r#no«,  you  op*n«4  *jp  tPt*  lagltUUv*  pr^a«i4  to 
our  diiiiHi  aotivlata  and  oonduotad  a  full  aoala  haaring  on  our  findinga.     Va  aharad  our 
hopaa  for  a  Conminity  Baaad  Houaing  Supply  Prograa  than. 

Va  hava  aontlntMil  bo  irsrw  vith  tionprMfit  4rgiinl(4ilDna  to  rafina  thia  propoaal.     Va 
ara  working  vlth  vaat^ara  of  tha  Hout*  ind  S*Aatt  to  (fra^t  Uglalatlon  to  oarry  out  thaaa 
objaotivaa.    M*  win  provid*  *i    BaHbarf        th«  Coaaltt**  Hlt>i  a  ^Jttailtd  tumtrr  or  rnia 
lagialativa  initiativa.        urit*  you,  nr,  Chalrun     to  talta  thla  opportunity  tfi  adoirc  thia 
lAAD¥atl¥f  progf^ta  qg^,  and  K^vlda  a  naw  ioMraa  of  funding  whlt^h  Uaai  ooaaunity  bAaatt 
nonprofit  4rMnliattwta  oan  u«  to  halp  illaviata  tha  low  Inoow  houaing  oriaia. 

Aotion  on  ClTla  progra*  la  partlouUrljf   Impdrtant  thU  yaar  In  light  of  tha  Tax  Rafora 
Aot  of  1966.     Uith  tha  «trong  iuppart  af  tha   HLlJICt   Cdngraaa   laat  yaar  udoptad  a  na^  low 
inooM  houaing  tan  ^r*6U  i«  part  of  th*  tan   LagLiIaLLcn       Thta  naw  irtltijitlva  raaaivad  th« 
atrong  aupport  ?r  tha  chalrMn,   tha  Jianktng  MinnrUy  Haai>ar,  «nd  «an^  othtr  Bthbart  of  thla 
CoMittaa,   for  whlah  wa  thank  you       Hon  that  th*  tat  aradlta  Jir«  lav,    It   ta  alaar  that  a 
•LkbaUntlal  part  of  tbt  rvaoui^aa  aada  aval  labia  through  thia  naw  affort  wil     t}a  uaad  by 
ndoprofi     organiiatlona.     In  faot,  at  laaat  10  paroant  of  all  Ux  oradita  auat  ba  allooatad 
to  projaota  aponaorad  by  nonprofit  orianLiattoAa. 

Tha  CQHWAlty  0aaad  Houaing  Supply  Program  would  provida  a  major  naana  of  anauring 
that  ctnaunlty-Uaad  nDn;>rbflt4  amn  taka  fiiU  *dvantaj(»  of  tha  tai  oradlt       banafita.     It 
would  htl(>  aupport  a  vjor  alfpvnt  in  th*  low  t/icoa*  houaing  aoongay  vhl«h  ainm  not  aaapat* 
vail  within  othtr,   aatahtlahail  pfograva  auoh  aa  IfoI^Ad,   or  LJOAd^     mohprofltt  typl<ially 
oannot  invaat  th»  tlaa  or  ataff  o*n«a**r-y  to  Qoapat*  for  r^jnda  at  tha  national  laval 
agalnat  waU  finaooad  prlv*ta  oonoarna.     Thay  of  tan  un^artaka  vary  tuall  «a4U  projaot* 
daalgnad  to  Mtrtt  vjiUting  natghborhi^Qd  na*d*,     4ithau|h  vital     *uch  avail   aoata  ;>r^Jaota 
do  not  of far  tha  aaoa  attract tv*  taraa  that  vary  larga  prajact*  propoaad  by  prtvata 
oonoama  do.     Thia  la  «qu*ll)r  tm*  at  local,  atata  and  fadaral  lavala. 

Mr.  Chairaan,  wa  ara  uusBiitad  t4  thlf  prograa  aa  a  aajor  naw  initiativa.  I  hopa  wa 
oan  oount  on  your  aupport  for  thia  affort,  and  hopa  you  will  inoorporata  Ita  proviaiona  in 
tha  Subooaaittaa'a  naxt  varaion  of  H.R.  H, 

Mr.  Chairaan,  ooa  of  tha  aoat  praMing  iaauaa  faoing  thia  Coaaittaa  in  tha  naxt  two 
yaara  will  ba  tha  potantu:  loaa  gf  hundrado  of  thouaanda  of  aubaidiiad  houaing  unita  froa 
tha  ourrvfit  Invtntory  of  gvvarnatnt  aaaiatad  houaing. 

Th*  thraat  &f  oiapUoa^ant   froa  prlvacaly  and  publicly   ewn*ri,    aovani«ni  aubaidiiad 
houaing  la  anoraoua.     Tri*  (;*n*r*l  Auooanting  Offloa   (OAOl  aatiaatad   in  rtoant  raporta  to 
tha  U.S     Coflgraaa  that  la  aajiy  aa  900, QOO  unit*  of  prlvataly  ownad  and   ra^arally  aubaidiiad 
houaing  oould   b>   to*t  in  th-  ra<t  tan  yaara.     Thay    furtbar  attlHt-d   that   by  tha  yaar  2005, 
a  toUl  of  Af  Many  «*   i,;  aiLllon  unua  itmlti  ba    lo*t,     Tlita  i  *pi  *aawta  ataat  tao-nftlM  of 
tfea  toUl  ridanliT  aaalaUd  Mumin^  iAf<a«|or7  U  lOM. 

In  tha  Saotion      pregraa,   dlaplaoaaant  oan  b*  eiutao  by  tha  aiapla  rafUaal  of  tha 
projaot  ownar  to  panaw  tha  Aaotlon  8  oontraot*  with  HUO*     Originally,  Saotion  8  ownara 
oould  ranaw  thaaa  aontrtota  *t  flv*  yaap  tntorvala,  for  a  aaxiaua  of  20  yaara.     Ownara  of 
projaot*  vhlah  paealwd  ooaaltaant*  for  faction       aaiUlano*  aftar  Daoaabar  31,    1979,  wara 
^Tlfy*^  ^°  *^^*  ^o  ^^^  ^^  ^O^yatr  ooAiraot  tarna.     In  both  oaaaa,  tha  axpiration  of  thaaa 
HnSita  par  vita  ovnar*  to  oMvtrt  tha  aaaiatad  unita  to  aarkat  rata  rantala  without  any 
fUrthar  govamaant  iavolvaaant. 
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ABong  prop«rtl«8  which  have  raoelTed  Section  8  asaistanott  aa  part  of  a  atratagy  to 
praaerTe  Jiousing  jn^aduavd  undar  tha  aarlier  oortgaga  inauranoa  prograaa,  Saotlon  8 
contracta  have  a^Lvay^  ^**^  provided  vith  only  5<-yaar  oontracta.     The  expiration  of  auoh 
contracta  and  tha  avntrs     rtAjul  to  ranew  then  could  lead  to  the  aaoa  dlaplaceaent  threat. 

PubliQ  houain^  too  la  thrtitetiBd  by  federal  and  local  policlea  of  neglect* 
dbandcnKTit,    and  <liBpOBitlDn.     Altnousl  thouaanda  of  rtnllifla  *r*e  or  f>jblJ.c  houAlng 
authority  waiting  I  lata     Ifi  aity  aftar  city  HOD  1b  being  aaked   Tor  peraiAAloR  to  te^i"  down 
deaperately  nnded  public  houalnf  rMOU:*o*a,     In  olty  after  city     unita  ara  being  abandoned 
and  left  vafiant^   often  vlth  the  intention  of  allovinjS  t^o  unit  a  to  deteriorate  to  the  point 
where  deoolitlon  or  sale  far  conv^raiof^  appear  ««  tne  only  fe&aibla  alternativea^ 

In  thia  regard,   we  contlDue  to  oppose  effort b  to  tjBe  the  etl4tin«  public  hcuaing  atoek 
in  hoBeoxnerahlf}  de  nonet  rat  lona  unleaa  such  a  prograa  la  ■oconpanled  &y  an  iron-^led 
cDODitBentr  by  the  Con^reaa  to  farat  tne  AdnmistratiDn  to  replice  each  and  ovary  unit  aold 
«itb  a  ooDparable  ne**,    rehabilitated  or  acciLJired  rental  unit  fcfhioh  wlU  continue  to  aerva 
very   lav  inoona  rentera       H+H.   4  can tains  provlalona   far  a  boneowDership  doBonatration 
wtiiah  addreaa  aany  of  th4  conc4rti4  we  h^vb  voiced  over  tbia  effort  m  the  pa  at       It  doea 
not^  hovBvar     reqjire       ana-for-DfLe  raplaceoant  of  the  ownership  unita  with  rental  unita* 
For  the  cverwhelaing  lUjority  cf  very   lou  income  tenante,   rental  property  la  an  eaaantlal 
and  unmet  need.     We  ahould  nat  be  oncouraging  the  conToraion  of  what   little  publicly  owned 
low  rent  atook  we  now  have  when  faced  with  the  currant  low  inoone  houalng  oriaia. 

If  theae  dieplacre^entd  take  pUcer  the  tenanta  will  have  few  optiona.     The  aedian 
inoone  of  all  tenatita  in  puolie  TioubIus  and  Section  fi  uhitjt  wae  Juet  over  $6,000  per  year 
in  i9S3r  according  to  the  U^S^  Cenaua  Bureau  .     Thia  waa  about  one-third  of  the  national 
Hdlad  bouBehold  In  cone  in  the  aame  year. 

Theae  houaeholda  are  anang  the  "privileged  few"  very  low  incone  renter  houaeholda  by 
dint  of  their  participation  in  the  federal  aaaiatanoe  prograaa.     Section  8  and  public 
houalng  tenanta  pay  no  aora  thu  30  percent  of  their  adjuated  income.     Tenanta  in  privately 
owned  houaing  aubaidlzed  through  the  National  Houalng  Act  programa  (Sec.   221(d)(3)*  Sec. 
^36     pay  rent  a  wjiiofi  are  reduced  to  reflect  the  owner 'a  lower  intereat  rate*  and  rente  in 
tbeae  p report lea  are  regulated  by  HUD. 

In  the  general  rental  market*  at  leaat  half  the  renter  famillea  with  incoiDea  at  thia 
level  pay  more  xhtn  half  their  income  for  rent. 

We  have  advoodted  in  the  peat  a  mDretarlun  on  any  aalea,   tranafera  or  contract 
canceLlationa  ifhlah  would  lead  to  any  induction  in  the  number  of  federally  aaalated  unita 
available  to  low  and  very  low   income   tenanta  at  affordable  rente,.      As  the   Congreas  grapplea 
with   the   Criaia         homelesaneaa  by   trying   to   provided  new  a aal stance   Co  those     Ireedy  made 
home  lea  Bi   it  ia  aenselesa  to  rlale   lading  already     ffordahle  stock  and  creating 
homeleaa  very  low  income  people    who  are  already  protected  through  participation  in  subaldy 
programa. 

Beyond  auch  a  ahort-term  atep  to  prevent  Immediate  diaplaceiDent,   Congreaa  ahould 
undertake  a  thorough  exaaination  of  tnla  problem.     Areae  that  should  ba  considered  Include 
changee   to  the   ta^  law  to  encourage  9eLee  privately   o«ned  properties  serving   tai/  income 

people  to   tenants,    or  to  nonprofit  organizations  whloh  agree   to  maintain   the  propertleB  for 
affordable   low   iftcoae  use;  require  Bents   tfia     own  era  cfTer  snoh  properties  to  suoh  groups 
and  concovitant    federal  aasistdnce  to  aasure  that   such  saleB  can   be  consumaated  without 
causing  rent  hikes  or  dlaplaeemant     eat^Mishtient  of  a  ^profit  sharing  plan*   requiring 
turners  wfto  prepay  mortgagee  and  convert  thea  to  non-low   Income  use  to  turn  over       share     of 
their  receipta  In  excesa  of  the  remaining  mortgdge  balance,    the  proceeds  froa  which  would 
b«  uaed   tc)  44s ijt  displaced  tenants  with  replacement   houalng  and  relocation  aasiatance^   and 
help  prevent  deteriorBtion  in  unite  which  remain  in  the  lov  income  inventory     and 
eatabiishment  of  a  specie Ij   nntionally   financed  *T)ouaing  Preservation  Truat  Fund"  to 
guarantee  the  goYernmant'e  continuing  ability  to  carry  cut   the   truat  it  haa  with  low  income 
tenants  now  receiving  asai^be^ce  ond  protest  then  froa  displacement  and  homelessnesa. 

Thank  you  again    Mr.   Chairman,   for  the  opportunity  to  ahare  our  views  on  H.R.   4.     I 
will  be  happy  to  answer  any  questions  you  may  have  at  this  time. 
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INTRODUCTION 


On  behalf  o£  our  very  low  income  clients  who  are  in  need 
o£  decent,  affordable  housing  the  National  Housing  Law  Project 
appreciates  the  opportunity  to  present  to  the  Subcommittee,  upon 
your  request,  our  views  on  this  year's  housing  legislation.  As 
in  1985  when  we  came  before  you,  we  reaffirm  our  views  that 

(1)  adequate  funds  should  be  authorized  to 
continue  the  historic  pattern  of  gradually  expanding  the  number 
of  households  who  participate  in  the  federally  subsidized  housing 
programs ; 

(2)  steps  must  be  taken  to  guarantee  the  preser- 
vation of  the  vitally  needed  housing  which  we  currently  have; 

(3)  the  unfair  shift  of  the  cost  of  the  federal 
housing  programs  to  the  tenants  that  has  occurred  during  the  past 
four  years  should  be  reversed;  and 

(4)  the  rights  of  federally  subsidized  tenants 
should  be  strengthened. 

In  addition,  the  burgeoning  number  of  homeless  families/ 
individuals  could  and  should  be  minimized  through  preventive 
measures  well  within  this  committee's  jurisdiction.  We  have 
provided  the  subcommittee  staff  with  statutory  recommendations  to 
implement  several  of  these  provisions. 

The  chairman  is  to  be  commended  for  proposing  an  increase 
of  budget  authority  for  assisted  housing  in  this  bill.   H.R.  4 
provides  funds  for  public  housing  development.  Section  8  Existing 
and  Moderate  Rehabilitation  and  Section  2Q2  units,  whereas  the 
Administration  proposes  to  meet  the  hous  nq   needs  of  the  poor 
with  "housing  stamps'*  or  vouchers  which  are  in  many  markets,  not 
worth  the  paper  they  are  printed  on.   There  is  a  critical  need 
for  additional  units. 


INCREASING  THE  SUPPLY 

Public  Housing  Development 

Section  213  of  H.R.  4  however,  proposes  to  limit  the 
financing  of  new  public  housing  units  to  PHAs  which  can  certify 
that  85  percent  of  their  existing  units  are  physically  maintained 
at  le^fels  squ  valent  to  the  Section  8  housing  quality  standards 
or  will  be  so  maintained  upon  completion  of  modernization.   While 
these  provisions  represent  a  major  improvement  over  the  absolute 
ptoh  bition  against  any  public  housing  development  as  approved  on 
the  House  floor  last  year  we  do  not  feel  that  this  is  the  way  to 
ensure  that  existing  publ  c  housing  units  will  be  repaired. 
Adequate  modernization  funds  are  needed.   Furthermore,  tenants  in 
need  of  housing  and  sponsors  of  small  scale  in-fill  public 
housing  should  not  be  penalized  for  the  design  mistakes  of  the 
past. 

PRESERVING  EXISTING  ASSISTED  HOUSING 

Public  Housing  Demolition/Disposition 

We  support  the  Committee's  change  in  Section  219  which 
would  prevent  the  demolition  of  obsolete  public  housing  projects 
if  such  projects  could  be  rehabilitated.   At  a  time  when  few  low 
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inooiM  housing  units  art  b«lng  addtd  to  tht  stock  this  sttms  s 
loglosl  policy. 

Wt  Also  support  Section  219 *s  proposal  of  s  ont-for-ont 
rsplscsmsnt  by  units  with  projtot-bsstd  rtnt  subsidies  for  sny 
unit  Approved  for  demolition  or  disposition.  Section  8 
certificetes  end  vouchers  ere  not  edequete.  This  provision  could 
be  strengthened  by  requiring  the  Secretary  to  Include  the  needs 
of  those  Applying  for  Assisted  housing  when  making  a 
determination  of  the  need  for  replacement  housing. 

Vacant  Units 

Two  years  ago  we  testified  on  the  need  for  legislative 
language  to  rvquir*  public  housing  authorities  to  rent  their 
v«;;ttnt  unite*  Thli  need  remains  despite  the  promulgation  of 
HUD*s  new  vacancy  regulation.  At  a  time  of  record  long  waiting 
lists  and  Increases  Ln  homelessness#  it  Is  totally  unacceptable 
for  PHAs  to  let  their  units  sit  empty.  The  longer  such  units 
stand  idle#  the  greater  the  chances  for  vandalism  and  eventual 
demolition. 

Multlfamily  Housing  Preservation 

We  commend  the  Chairman  for  including  the  provisions  of 
Sections  242-245  and  261-268  which  will  go  a  long  way  toward 
preserving  and  maintaining  thoueanda  of  rental  units  financed 
under  some  of  the  earllev  ttuD  progtfeme  (l.e.#  Section  236  and 
221(d)(3).   As  you  know,  the  need  for   thei*  AmenJintuiiii  wa« 
dramatised  by  a  series  of  heetingii  h«ld  in  the  Uet  few  years  by 
the  fenployment  and  Housing  Subcommittee  of  the  Government 
OperefclDne  Comntlttee#  in  which  it  was  discovered  that  many  units 
which  could  heve  been  saved #  were  lost  forever  as  low  Inaome 
houelng'.  The  nultlfamily  preservation  provision!  which  were 
included  in  H.R.  1  have  been  revisited  several  tinwi  end  luny  of 
the  changes  contained  in  H.R.  4  were  recommended  by  HUD  Itiftlf. 

In  our  February  9#  1987  letter  to  your  staff  we  provided 
further  clar  ftcetion  and  suggested  legislative  language  for 
several  of  th«i«  mult  family  pFovlilons.  We  would  be  happy  to 
work  with  the  Che  vman  end  CongreaemArt  Prank  to  develop  some 
acceptable  language  for  this  section. 

Prepaymente  of  HUD  Loaiii  and  Hort<a*qei 

We  ere  now   ^ppraachlng  the  time  when  many  ownere  of 
multltamHy  projects  eubeldlied  under  the  HUD  ineurance  programs 
mey  prepay  their  ntottaegev  w  thout  «ny  further  agency  approval, 
ror  inoet  projecta,  thii  point  a  reached  20  yeara  after  original 
mortgege  endoteeiflent ,  Tor   JTirHA  projocte  funded  with  pre-1979 
loana,  mortg^ye*  iMy  presently  be  prepeid  at  any  time  (except 
during  a  nine  month  moratoriun  which  wee  Included  in  the  1987 
Continuing  Reeolutlon    in  moat  merkete  many  Low  Income  famillee 
will  not  if*   able  to  aCfofd  to  oont  nue  to  reelde  in  thoee  unite 
once  they  are  prepayed.  An  increase  in  homeleeeneae  ie  likely. 

To  <i*ai  with  this  problem  we  recommend  that  Congreee 
declare  a  temporery  moratorium  on  prepeymente  of  Section 
221(d)(3)  UKtK  projects.   {If  thetre  ak-e  eny  ?^^^^lon  236  projecte 
with  uee  reai^riction*  eKpirlng  during  1908  they  should  be  added). 
Alternatlvtly,  owneire  piropoilng  to  prepay  should  be  required  to. 
ntlify  HUri  i  y«fty  in  advance.  Kection  24L(b)  doee  addrees  thle 
JiiUi  but  /aqulree  furtbe*  reCUenient*  Owners  should  be  required 
f   sell  the  projapt  at  fair  merket  vajue  to  a  qualified  entity 
approved  by  HUD  ao  that  it  will  continue  to  eerve  low  Income 
famillee. 
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Section  241(a)  on  the  other  hand,  will  stem  the  loss  of 
units  through  premature  prepayments  during  the  period  when  HUD 
approval  is  required  (usually  during  the  £irst  twenty  years)  and 
should  be  supported. 

Section  B  "opt-outs" 

H^ny  owners  of  projects  assisted  with  project-baesd 
Section  G  contracts  te>g^  ,  Hew  Construction,  Substantial 
Rehab  1  tat  on  or  Additional  Aaal stance  are  refus  ng  to  renew 
thoa«  contracts.  This  is  accowip listed  by  exerc  s  r\q   the  "opt-Kjut" 
feature  that  is  included  in  many  pre  1980  contracts  which 
permits  owners  to  decide  at  the  end  oC  each  flve-yeer  period 
whether  they  wish  to  continue  vtth  the  program*   Sometimes  owners 
refuse  to  renew  these  contracts  because  the  Section  8  contract 
rents  have  not  been  adjuated  by  HUD  to  keep  pace  with  the  actual 
returns  available  on  the  private  rental  market 

Leglfllation  is  needed  to  explicitly  require  HUD  to  adjust 
Section  a  contract  rents  in  amounts  that  are  necessary  to  provide 
owners  with  true  fair  market  rentals  {equ  valent  to  the  rent 
available  to  the  owner  without  the  Section  8  contract),  adjusted 
on  an  annual  basis.   In  addition ,  owners  should  be  required  to 
give  RUD  prior  notice  of  their  Intent  on  to  opt  out,  and 
HUD  should  be  required  to  review  the  owners   ueasons  to  determine 
whether  they  are  Lawful  and  whether  any  steps  can  be  taken  to 
avoid  the  owners  withdrawal  from  the  program.   Finally,  owners 
refusing  to  renew  the  contract  should  be  required  to  sell  the 
project  at  fair  market  value  to  a  public  or  nonprofit  entity  that 
will  remain  in  the  Section  8  Program. 

Fifteen  Year  Terms  Eor  Section  a  Existing  and  Loan  Management 

Present  law  does  not  specify  the  exact  term  of  Section  8 
Existing  Housing  ACCs.   Section  231  of  H.R.  4  would  set  a  15-year 
term  for  these  contracts   presently  the  statutory  maximum,  and  a 
term  that  is  commensurate  with  the  length  oJE  the  appropriation. 
This  change  is  necessary  to  effectively  prohibit  HUD's  present 
practice  of  using  five-year  ACCs  and  will  forestall  BUD's  plans 
to  refuse  to  renew  the  Section  8  contracts  or  convert  those 
contracts  to  vouchers.   Retaining  units  in  the  Section  S  Program 
for  longer  periods  of  time  is  desirable  because  that  program 
provides  greater  af fordability  protections  for  tenants  than  does 
the  Voucher  Program. 

Section  237  of  H.R.  4  would  establish  a  similar  15-year 
term  foe  Section  8  Loan  Management  contracts,  those  which  are 
used  to  subsidize  projects  with  HUD-insured  mortgages  that  other- 
wise might  experience  financial  difficulty.   For  reasons  identical 
to  those  stated  above,  this  is  also  a  sound  proposal. 

There  is  one  technical  modification  which  should  be  made 
to  both  of  these  provisions.  The  statutory  language  should 
require  the  ACC  or  HAt"  contract  to  be  for  15  years  or  the  term  of 
the  appropriated  budget  authority  whichever  Is  shorter   That 
change  would  create  the  flexibility  needed  to  solve  the  problem 
of  expiring  Section  B  Existing  Housing  and  Loan  Management 
appropriations  in  the  moat  appropriate  manner.   If   S-year 
contracts  are  absolutely  mandated,  the  budget  authority  needed  to 
renew  expiring  appropriations,  if  run  out  for  15  years  might  be 
too  costly.   Shorter  tern  budget  authority  may  be  needed  to  keep 
the  cost  of  renewing  exp  r  ng  appropriations  at  an  acceptable 
hT.Z^^'      Creating  that  option  stlH  would  not  open  a  loophole  for 
HUD  to  convert  Section  8  units  to  vouchers. 
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Public  Houiino  Hom»own#rihlp 

BtcAust  of  th«  tv«Ri«ndous  unmtt  n««d  for  affordablt  r«nt«l 
housing  for  vtry  low-lncom«  f«inili«t#  any  hom«own«ffthlp  program 
that  utilises  txlsting  publ  c  housing  units  is  «  bad  idt*.  This 
is  tsptoislly  true  in  v(*w  of  th*  irtc*vitsbl«  reduction  in  the 
low-incomt  rtntsl  housing  stock  dus  to  subsidiitd  project 
prepsyments#  owner  f si  lures  to  renew  Section  8  contrscts,  end 
expiring  sppropristions.  Public  housing  represents  the  only 
stock  of  lowinoome  rentsl  housing  thst  is  not  threstened  with 
entinotlon  and  that#  ss  currently  structuredf  most  likely  will 
remsin  «  ford»bL«  to  low-income  fsmilies  into  the  future. 
Becsuee  th  s  stock  should  not  be  diminished  by  trsnsferring  units 
to  s  homeownership  progrsm#  we  oppose  Section  221  of  H.R.  4. 

gMPlgino  Appropr 1st tone 

We  «r«  qu  cfcly  spprosching  the  time  when  thoussnds  of  low- 
income  f«mU  «■  may  ba  fsoed  with  displscement  ss  their  long  term 
subsidiee  expire   To  our  knowledge  there  is  only  one  cstegory  of 
HUD-subsidiied  housina  thst  will  fsce  the  problem  of  expiring 
sppropristions  in  FY  1988  end  1989  end  thst  is  the  Section  8  losn 
management  units  funded  in  1983  and  1984  with  five  year  contracts. 
During  FY  *83#  Section  8  loan  management  contracts  were  executed 
for  6,604  units  and  in  FY  *  84  Congress  provided  5,106  units.   It 
is  necessary  to  authorixe  budget  authority  for  renewal  of  these 
contracts,  that  is  in  addition  to  that  otherwise  appropriated  for 
new  incremental  units.  Otherwise,  these  units  will  be  lost  to 
the  lower-income  housing  inventory  or  funds  intended  to  assist 
new  families  will  be  diverted  from  them  to  renew  these  contracts. 

ASSURING  EQUITABLE  SHELTER  COSTS 

Utility  Costs 

This  committee  is  well  aware  that  HUD  in  the  last  decade 
attempted  to  force  public  housing  and  Section  8  tenants  to  pay 
more  and  n^oro  oE  th*  utility  costs  for  their  apartments.  The 
language  propc>H«a  by  Section  202(c)(2)  will  rectify  the  problem 
by  specifying  that  rent  must  include  a  reasonable  utility 
allowance  based  up^n  actual  consumption.   This  language  would 
also  cure  the  additional  related  problem  oc  PHAs  imposing  extra 
charges^  in  addition  to  vent  Tor  the  use  of  such  necessary  items 
as  stoves  and  refrigerators,  tie  support  this  change. 

Adjuatmentm  to  Income  tar   Cajcujatlno  Kent* 

Over  the  pavt  seveva  years,  HUD  has  forced  low-income 
tenants  to  pay  an  increasing  shave  of  their  extremely  low  incomes 
for  rent  via  a  variety  of  direct  and  indirect  tactics.  Rents 
have  been  raised  from  2S  to  30  percent  of  income,  PHAs  have  not 
calculated  utility  aliowancgn  correctly  and  existing  adjustments 
to  income  prescribed  by  the  statute  are  not  adequate. 

In  1970,  HUD  first  established  the  "per  dependent" 
deduction  from  gross  income  to  be  S300,  effective  in  March  of 
1971.   That  remalnaO  unchanged  until  19B3,  wh*n  Congrana 
established  the  daduotlort  at  9480.   from  Hatrch  ot    i^ll   to  the 
present,  inflatlrjn  mcfuajr'Qd  hy  the  CPI  haa  incraaaad  the  price 
level  by  176  percent.  If  the  1971  level  of  f 3D0  were  properly 
adjueted  for  inflation,  the  per-dependent  deduction  would  now  be 
1828. 
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To  rectify  this  problem^  the  per-dependent  deduction  and 
othev  deductions  in  Section  3  b)(5)  of  the  United  States  Housing 
Act  ahould  be   ndexed  and  tho  por-dependent  deduction  should  be 
adjusted  to  $600  to  approKimato  its  real  original  level.  This 
charge  will  aaslat  thoae  tenants  with  the  lowest  incomes  and 
focus  scarce  resources  on  those  least  able  to  pay. 

Houiilnfl  Subaidias  an  Income 

In  1983  both  the  Senate  and  House  versions  of  the  housing 
bill  prohibited  tr«ataent  of  certain  housing  subsidies  as  income 
for  piirposas  of  any  fedaral  law.   S.  1338#  S  303(f),  98th  Cong. » 
1st  Seiis.  (1983):  R  R  1   S  230,  98th  Cong.,  1st  Sess.  (1983). 
In  the  past,  this  Contmittee  has  been  supported  by  the  full 
Congress  in  it  a  [>oaition  that  housing  subsldiea  should  not  be 
treated  as  income  for  other  welfare  pvogifaiAB.  That  is  true  with 
housing  subsidies  and  the  Pood  stamp  Progiram  (7  U.S.C.  S 
2014(d)(1)) 7  housing  aubsidies  and  the  SSI  Program  (Publ.  L.  No. 
94-375,  S  2(h),  90  Stat   1068,  noted  at  42  U.S.C. A.  S  1382  (West 
1983));  Farmers  Hone  Adioin  stratlon  subsidies  and  all  welfare 
programs  (42  U.S.C  $  1490a  a  (1)(3));  and  the  Uniform  Relocation 
Act  replacement  housing  payments  and  all  welfare  programs  (42 
U.S.C.  S  1436). 

A  hou0ln9  subsidy  does  not  create  a  financial  windfall 
that  should  be  taken  away  from  the  family  through  the  welfare 
program.  The  very  f^urpose  of  the  housing  subsidy  is  and  always 
has  been  to  provide  decent  housing  which  tho  family  could  not 
rent  n  the  absence  of  the  subsidy.   Housing  subsidies  do  not 
duplicate  welfatre  grants.   Instead  they  provide  a  supplement 
to  such  bare  mlntmun  income,  in  order  to  make  available  to  poor 
people  the  decent  housing  which  will  increase  their  opportunities 
and  their  children's  opportunities  for  decent  lives. 

Voucher  Annual  Adjustments 

As  Congress  Is  aware,  one  of  the  primary  reasons  that 
HUD*s  Voucher  Program  appears  cheaper  for  the  government  is  the 
lack  of  an  annual  subsidy  adjustment  to  ensure  that  the  payment 
standard  increases  to  reflect  increases  in  general  market  rents. 
Presently,  under  the  Voucher  Program,  the  subsidy  can  be 
increased  no  more  than  two  times  during  a  five-year  ACC,  and  even 
then  the  increase  is  discretionary  with  the  PHA.   Without  an 
increase  in  the  payraent  standard  and  a  consequent  subsidy 
increase,  tenants  pay  the  entlFe  cent  increase  from  their  own 
pocket,  making  their  rental  contribution  rise  far  above  the  30- 
percent-of -adjusted-income  standard.   In  contrast,  under  the 
Section  8  Program,  when  a  landlord  raises  the  rent  to  reflect 
inflation  or  market  conditions,  the  subsidy  is  increased  in 
accordance  with  an  annual  adjustment  factor. 

In  recognition  of  this  critical  deficiency.  Section  234(b) 
of  H.R.  4  would  properly  amend  the  voucher  statute  to  require  an 
annual  subsidy  ad  jus  tenant  to  ensure  that  the  payment  standard 
Increases  along  with  general  market  rents.   By  providing  affor- 
dability  protections  similar  to  those  available  under  other 
prograas  authorised  by  the  United  States  Housing  Act,  this  change, 
while  not  guaranteeing  that  tenants  will  pay  only  30%  of  their 
income  for  housing,  will  help  to  ensure  that  the  Voucher  Program 
remains  more  affordable  to  tenants. 
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Public  Houalng  Ctillno  R#nf 

In  our  ttstlmony  on  H.R.  1  in  1985  we  opposed  tho  idt*  of 
ceiling  rente  end  if  eny things  the  deepening  of  the  housing 
crisis  hes  ceused  us  to  even  more  AdamAntlv  ^ppon*  the  concept  in 
this  bill*  The  seme  committee  thet  #dvoc«t«i  Cor  ncreesed 
essistence  to  the  homeless  cennot  in  good  coniclerxce  «opport  ■ 
provision  which  in  essence  will  keep  upp«r  Irtcone  famllle*  Ln 
public  housing  while  those  with  lower  incoAKM  Unguish  on  weiting 
lists. 

Ceiling  rents  benefit  only  the  highest-income  tenents. 
There  is  no  justif icetion  for  cherging  e  tenent  with  en  ennuel 
income  of  I5,000#  30  percent  of  ed justed  income  for  rent,  if  high- 
income  tenents  pey  a  much  lower  percentage.   Zt  ie  the  poor 
tenente  who  do  not  h«v4  enough  left  over  after  paying  30  percent 
of  their  income  for  rent  dollars  to  spend  on  the  other  necesei- 
tiee  of  life.   In  eome  ca^ea,  the  lack  of  ceiling  rente  ftey  Coro* 
tenanta  from  public  housit^g  beciui*  rente  eet  at  30  per<;ent  of 
their  incomee  will  not  bo  as  AttF^ct  v*  ah  those  on  tK«  pr  v«t:« 
market.   However #  thoae  tenente  at*  nldd  e-incom*  tenants  who  can 
afford  unite  on  the  pt  ^/ete  merket  end  upon  whom  Congress  ehould 
not  be  conferring  eearc*  federel  eubmldlei.  Should  they  chooee 
to  move  out  when  increaaee  tn  their  Incumea  caat*  the  r  rents  to 
go  up  to  market  levele,  theU  un  ts  w  li  go  to  very-low-income 
tenanta  moet  in  need  of  eubeid  led  hcsunin^^. 

Higher-income  tenanta  ehould  not  be  encouraged  and 
eubeidixed  to  live  in  public  houeing.  tie  do  not  have  current 
data  on  incomee  of  tenanta  reeiding  in  public  houeing.  HUD  used 
to  collect  euch  information  in  ite  statistical  yearbook  but 
a topped  in  1981.  As  of  that  time,  HUD  reported  that  householde 
with  InooAee  ebove  50  percent  of  the  local  area  median  occupied 
almoet  100,000  public  houeing  unite. 

More  recent  and  graphic  evidence  of  the  uee  of  public 
houeing  by  higher-income  familiee  comee  from  HUD*e  Public  Houeing 
Homeownerih  p  Demonetretlon  ProgrAm   Nine  of  the  14  public 
houeina  euthorltiei  Cully  ^ppiroved  for  the  program  in  1985 
eetabliehed  minimum  incomers  tar  eligibil  ty  which  exueede  or 
equal  $12,000  per  year  and  two  of  them  have  nd lea ted  that 
present  tenant*  have  ennuallied  incomoa  a*  hluh  mm   931,000  and 
137,0001   See  HUD,  New*  Releaeei   Secretary  Pierce  gel acta  IB 
PutiUc  *n<l  Indian  »pij*^tng  ^"^^^^^f^L*!*  ~^*P  InUUte  HUD'e  Public 
Hovming  Ifoifloownanhlp  hemnnflyrat  ion  {Jung^^  1  ?1M .   Tenanta  at 
theaa  htghgr-Incom*  Igvala,  t .a. ^ "above  the  national  mudlan 
Income,  ehould  not  be  eubaldTie?  by  paying  a  celling  tenTT" 
As  do  the  reet  of  the  tenanta  in  public  houeing,  they  ehould  pay 
30  percent  of  family  income  for  rent. 

llHaRIItQ  ACC188  FOR  VIRY  LOW  HtCOMl  PUBOMS 

Targeting 

Section  203  would  also  have  the  effect  of  reducing  the 
number  of  aaaieted  houeing  unite  available  to  the  very  low  income. 
Under  current  law  nany  PHAe/ovnere  of  assisted  housing  may  by-pass 
rami  tea  with  very  low  or  no  Incomee  in  Cavor  of  thoee  with 
higher  eevnlnga   m  tact,  In  one  case  in  Khode  sland,  an  APDC 
mother  who  had  been  number  one  on  the  wa  t  ng  list  for  a  Section 
•  project  for  five  years  was  never  given  the  opportunity  to  move 
into  an  available  unit  because  she  was  too  poor  I 
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Given  the  substantial  reduction  in  incremental  units, 
there  is  absolutely  no  justification  for  reducing  the  number  of 
units  available  to  the  neediest,  the  v«ry-low- income  families 
In  factf  if  anything   Section  203  of  H.R.  4  should  amend  Section 
16  of  the  United  States  Housing  Act  to  iitipiomont  the  existing 
lin  tat  ons  on  a  project-by-project  basis  and  prevent  irrational 
income  discrimination  dQ^inst  the  neediest  families  on  the 
waiting  listnp   Maintaining  and  strengthen  ng  the  taifgeting 
provisions  of  Section  16  ^^ouid  if>ot  exclude  work  ng  families  from 
subsidized  housing,  would  not  limit  the  pvovlslon  of  housing  to 
welfare  recipients,  and  would  npjL   even  restrict  housing  to  people 
with  incomes  below  the  po ve rty  H ne • 

Income  limits  at  50  percent  of  area  median  income  will 
obviously  vary  in  different  geographical  areas   ffationwide,  the 
1987  median   ncome  for  a  family  of  four  is  530  4Q0,  and  50 
percent  of  that  figure  is  ^15,200,.   In  areas  of  unusually  high 
income f  such  as  San  Francisco,  Boston,  and  Loa  Angeles   the 
SO^percent-of-med la n- income  lim  ts  for  a  family  of  four  tor 
fiscal  year  1986  exceeds  SI8  000.   In  contrast,  under  the  APDC 
Progcam   the  1987  maximum  annualized  payments  (which  also  vary 
from  state  to  state)  range  for  a  family  of  four  from  $1,728  in 
Mississippi  to  $9,996  in  Alaska.   The  198^  median  annua  ized  APDC 
payment  for  a  family  of  four  is  $4,788.   House  Committee  on  Ways 
and  Means,  QACKGEWUND  MATERIAL  AND  DATA  ON  PROGRAHS  WITHIN  THE 
JUftIS DICTION  OP  THE  COMMITTEE  ON  WAYS  AND  MEANS  373-375   Cobhi 
Print  Harch  3,  1986).   Por  the  Pood  stamp  Program,  wh  ch  has  a 
nationwide  income  limit   the  198G  maximum  for  a  family  of  four 
was  $14,304   51  ?ed  £teg   19,880  (June  3,  1986).   To  put  these 
numbers  in  perspective,  one  has  to  remember  that  the  1986  poverty 
level  for  a  family  of  four  ws  $11,000.   51  Ped.  Reg.  5,106 
(Pebruary  11,  1986). 

We  propose  instead  that  all  percentage  limitations  be 
removed  and  that  very  low  income  families  be  given  a  priority 
over  other  higher  income  eligible  applicants  unless  there  are  no 
such  families  waiting  to  be  admitted* 

NondiscrinilnatlQn  Against  Section  S  Certificate  and  Voucher 
Holders 

We  support  the  concept  behind  Section  244(c).   However,  we 
believe  it  should  be  expanded  to  protect  vouchen  holders  as  well 
as  Section  8  cetti  icate  holders    rx   add  tlon.  In  recognition  of 
the  shortage  of  houa  ng  available  to  tenants  receiving  portable 
subsidies,  this  proposal  should  be  revised  along  the  lines  that 
HUD  suggested  in  May  of  1986  to  extend  the  prohibition  on  discri- 
mination beyond  owners  of  the  HUD-subsidized  projects  to  owners 
of  any  HUp-insured  project.   Me  also  urge  that  landlords  of 
multifamily  projects  already  participating  in  the  Section  8 
Program  should  not  be  perii^ltted  to  discriminate  against  Section  8 
certificate  holders  or  voucher  holders. 

PRgBERVING  TENANTS^ RIGHTS 

Public  Bousing  Grievance  Procedure 

In  order  to  prevent  unjust  evictions  from  public  housing 
(which  only  adds  to  the  horoeless  problem)  and  to  ensure  that 
tenants  have  recourse  when  their  housing  authority  is  not 
implementing  the  programs  properly,  H.R.  4  must  include  changes 
to  the  grievance  procedures,  (43  U.S.C.  S  1437d(k))   HUD's 
proposed  regulations  would  limit  grievable  issues  by  creating  an 
artificial  distinction  between  actions  and  omissions,  between 
affirmative  actions  and  failures  to  act.   Thus,  HUD's  proposed 
regulations  have  the  absurd  effect  of  excluding  from  the 
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orl«v«no«  proo«ss  dlsput«s  v«o«vdlno  v«nt#  if  th«  t«n«nt  has 
«sk«d  fov  «  v«nt  reduction  bcoaus*  of  low«r  lnooiM#  and  th« 
housing  authofflty  has  falUd  to  «oti  dUput«s  about  tff«nsf«rs,  if 
th«  t«n«nt  has  «sk«d  for  «  tr«nsf«ff  and  th«  housing  authority  has 
failsd  to  act  or  has  dsnisd  ths  rsqussti  and  disputes  about  a 
PHA's  failuvs  to  maks  rspairs.  Thsrs  ars  many  othsr  sxamplss  of 
similar  disputes  that  HUD  irould  arbitrarily  sxoluds  from  ths 
grisvanos  proosss. 

In  ths  oompromiss  which  produosd  ths  1983  Isgislation*  ths 
grisvanos  proosdurs  rsquirsmsnt  was  amsndsd  to  allow  PHAs  to 
sxoluds  sviotions.   42  U.8.C.  f  1437d(k).  This  sxosption  to  ths 
grisvanos  proosdurs  is  unwiss  and  unjustifisd  on  policy  grounds. 

Although  on  papsr  it  would  appsar  that  ths  statutss  and 
cass  law  in  most  statss  might  glvs  tsnants  facing  sviction  a  dus 
proosss  hsaring#  thsrs  !■  «  wlda  <Slv«itgaiica  bstwssn  ths  appsarancs 
of  dus  proosss  on  papsr  and  ths  rsallty  of  thg  sviction  prd(;«as 
in  most  stats  courts.   H«  hav*  documtntad  that  dlv«vg«no«  In 
commsnts  which  ws  submittsd  to  MUP  In  ruiponao  to  its  196  2 
rsgulatory  proposal  to  rspsal  ths  gvl«vaos  pfocaduirs  Altog«th«r. 
Hsrs  ws  would  liks  tci  ro«tnph«sl>*  th«t  our  day^to-^day  work  makss 
us  rspsatsdly  awar*  that  public  housing  tsnants  Uctng  sviction 
in  stats  courts  throughout^  ths  country  do  not  rsosivs  adsquats 
protsctions. 

Bsoauss  of  thsss  facts  and  bscauss  of  ths  total  abssncs  of 
any  orsdibls  dsmonstration  by  HUD  or  a  PHA  that  a  grisvanos 
proosdurs  unfairly  impairs  ths  PHA*s  powsr  to  sviot#  and  bscauss 
public  housing  oftsn  ssrv«s  ««  ths  last  rssouros  of  dscsnt  and 
affordabls  houiing,  Congrsss  ihould  rspsal  ths  provision  which 
allows  PHAs  Lo  •Kclud*  avlctions  torn  thsir  grisvanos  proosdurss. 
Bxpsrisncs  has  shown  that  ths  griavanos  proosdurs  is  in  fact 
oftsn  ths  bsst  and  Isast  sxpsnslvs  {for  both  partiss)  forum  for 
rssolving  many  sviction  disputss. 

p»strlctloni  On  Ua»  Of  Assistsd  Housing  By  undQcuiftsntsd  Pstsons 

This  Committss  is  wsll  awars  of  ths  controvsrsiss 
surroundina  Ssction  214  of  ths  Housing  and  Community  Dsvslopmsnt 
Act  of  1980  and  HUD*s  April  1,  1986,  r«gul«tlon*  to  implsmsnt 
that  provision.   U.8.C.  f  1436ai  51  Psd.  Rsg.  11,198  (April  1, 
1986).  Ths  contrnv«rs/  pvoducsd  by  th«  promulgation  of  thoss 
rsgulations  has  hlghltghtad  tha  vxtraoirdinary  hardships, 
sxosssivs  administratlvs  burdsns*  ths  ssnss  of  injustics,  ths 
opportunitiss  for  abus*  of  ^oMmt,   ths  snxisty,  particularly  for 
sldsrly  tsnants,  own«F«  «nd,  In  loms  casss,  ths  fsdsral 
govsrnmsnt,  which  imE>l4mantatlon  or  faction  214  will  oauss. 
Thsrs  ars  not  suffUMant  nuntbara  vT   undocumsntsd  psopls  living  in 
HUD-subsidiisd  housing  to  justify  ths  suffsring  and  othsr  advsrss 
conssqusncss  crsatsd  by  Ssction  214.  Thus,  Ssction  214  should  bs 
rspsalsd. 

If  it  is  not  possibls  to  rspsal  Ssction  214  sntirsly  it 
should  bs  rsvissd  in  two  rsspscts.  P  rat  Congrsia  should  maks 
it  clsar  that  ths  sligibility  vsstvictlons  in  Ssotion  3U  ars  to 
bs  prospsotivs,  not  rstroactivs.  Thus,  tsnantM  and  homsoHrxa^a 

?articipating  in  ths  HUD  progrsas  as  of  ths  sffsotivs  data  of  any 
■plsmsntino  rsgulations  should  not  bs  oovsrsd  by  ths  nsw  rulss. 
Sscond,  it  is  unfair  to  disqualify  from  ths  HtJt>  programa  houss- 
holds  in  which  soas,  but  not  all,  of  ths  housshold  nsmbatrn  ars 
unabls  to  msst  ths  Ssction  214  sligibility  rsqulrsmsnts. 
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Disqualifying  the  entire  family  in  those  civcumstances  means  that 
citizens  and  lawfully  present  non-c  tl^ens  vho  have  done  nothing 
wrong,  will  be  denied  housing  assistance   To  prev&nt  that 
injustice  from  occurring  Section  214  should  be  amended  to 
provide  that  both  applicants  for  and  current  participants  in  the 
HUD-subsidiied  programs  w  11  not  be  disqualified  if  any  of  the 
household  menbera  cneet  the  Section  224  eligibility  criteria. 
Section  206  of  H  R.  4  only  grandfathers  in  families  who  are 
presently  receiving  assistance  and  in  which  at  least  one  family 
member  is  either  a  citizen,  a  national  or  an  eligible  alien 
resident.   It  does  not  go  far  enough. 

Several  other  provisions  of  Section  286  must  also  be 
revised.   The  fair  hearing  procedures  in  286(b)(6)  must  be 
modified  and  newly  legalized  aliens  must  be  permitted  to 
participate  in  such  programs.  We  would  be  happy  to  work  with  the 
Chairman  and  other  members  of  the  Committee  toward  an  equitable 
solution. 

Preventing  Fraud  and  Abuse 

Section  287  of  H.R.  4  permits  HUD  to  require  applicants 
and  participant  households  to  disclose  their  social  security 
numbers   We  think  that  this  ie  a  fine  idea  but  safeguards  must 
be  provided  to  ensure  that  people  are  treated  fairly. 

We  have  been  involved  in  numerous  attempts  by  PHAs  and 
landlords  to  terminate  tenants  for  alleged  fraud.   Not  surpri- 
singly, but  many  times  the  problem  can  be  traced  to  the  failure 
of  the  owner  or  agency  to  expla  n  adequately  to  the  tenant  the 
reporting  requirements  of  the  program  involved   The  ptoblem  is 
often  compounded  hy   the  fact  that  reporting  requirements  for 
changes.  In  assets  or  income  during  the  period  between  annual 
recerti'f  cations  are  different  for  many  of  HUD's  programs.   The 
combination  of  these  variations  and  the  inadequate  information 
available  to  many  low- income  tenants  creates  an  enormous  risk  of 
erroneous  deprivation.   For  these  reasons ,  it  is  Inperat  ve  to 
establish  a  specified  standard  that  assistance  only  be  terminated 
upon  a  showing  that  the  tenant  knew  of  the  requirement  and 
knowingly  violated  it  in  order  to  secure  a  higher  subsidy  or 
lower  rent.   Otherwise,  the  Conmlttee  could  be  fostering  an 
increase  in  the  number  of  families  who  are  homeless. 

COMMUNITY  DBVELOPMEHT  BLOCK  GRAMTS 

Targeting 

CDGB  funds  are  allocated  to  local  governments  primarily  on 
the  basis  of  the  number  of  poor  people  and  the  number  of 
substandard  housing  units  in  each  community.   Yet  the  funds  them- 
selves do  not  have  to  be  targeted  by  local  governments  to  benefit 
those  people  responsible  for  their  receipt.   In  1983  Congress 
amended  the  COBG  Program  to  require  that  at  least  51  percent  of 
the  funds  be  targeted  to  low-  and  moderate- income  persona, 
defining  low- Income  as  50  percent  of  the  area's  median  income  and 
moderate -income  as  BO  percent  of  the  area's  median  income.   That 
amendment  did  not  go  far  enough.   Not  only  may  49  percent  of  the 
funds  be  spent  on  middle-  and  upper-income  households  or 
neighborhoods,  but  low-Income  people  need  not  be  specifically 
targeted*   As  a  result,  ^  community  can  satisfy  its  51-percent 
requirement  by  earmarlting  CDBG  funds  to  those  earning  80  percent 
of  the  area's  median  income. 
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H.R.  4  should  be  amended  to  require  that  100  percent  of 
CDBG  funds  muat  bo  apant  on  sotivities  which  benefit  low-  and 
moderate-income  people  and#  of  that  amount,  at  least  51  percent 
of  the  funds  arioul<3  b«  ^pent  on  activities  which  specifically 
benefit  Low-lncons  peopLa> 

EctjootPJc  D»v»lQpmenL 

Statutory  amendments  in  1981  made  it  much  easier  for  local 
governments  to  use  CDBG  funds  for  economic  development  activities # 
and  many  communities  have  taken  advantage  of  the  increased 
flexibility.  But  in  no  area  of  CDBG  expenditures  has  the 
determination  of  benef it-in-fact  been  more  difficult  to  make. 

H.R.  4  should  be  amended  to  require  that  each  community 
include  in  its  application  for  CDBG  funds  an  economic  development 
strategy  whicht 

1.  Describes  the  economic  development  needs  of  lower- 
income  people  and  the  manner  in  which  proposed  economic 
development  activities  will  meet  those  needs i 

2.  Describes  the  nature  and  number  of  jobs  created  and 
ensures  that  they  will  be  targeted  to  lower-income  people  who  are 
unemployed  or  underemployed. 

3.  Gives  priority  to  economic  development  carried  out  by 
community-based  organ! tat ions i 

4.  Provides  for  the  expansion  of  economic  opportunities 
for  lower-income  people  by  including  recruitment,  training  and 
vocational  development  programs! 

5.  Promotes  neighborhood  revitalitation  goals  that 
include  the  creation  of  pernanent  jobs  in  lower-income 
neighborhoods,  th«  creation  or  explosion  of  business  opportunities 
in  lower-incon*  n*  ghborhoode  and  the  provison  of  essential 
services  in  those  neighborhoods! 

6.  Includes  steps  that  will  be  taken  to  enforce  and 
document  the  extent  to  which  economic  development  activities  have 
in  fact  benefitted  lower-income  people. 

Enforcing  Statutory  Goals 

A  return  to  active  HUD  review  both  of  proposed  expenditures 
and  actual  expenditures  is  the  only  way  to  guarantee  that  CDBG 
program  goals  are  being  met.  While  HUD  prefers  to  view  the 
program  as  if  it  were  a  general  revenue -■ hiring  grant,  Congress 
clearly  does  not  share  that  view  and  has  always  insisted  that 
federal  goals  and  objectives  be  implemented. 

H.R.  4  should  be  amended  to  require  local  governments  to 
submit  applications  for  HUD*s  prior  review,  and  HUD  should  be 
required  to  approve  an  application  unless  the  applicant's 
description  of  its  needs  is  plainly  inconsistent  with  generally 
ava  lable  data,  or  the  activities  proposed  are  plainly 

napproprldte  to  meet  the  needs  identified,  or  the  application 
does  not  comply  n  some  Other  respect  with  applicable  law. 
During  the  review  period,  HUD  should  be  required  to  take  into 
account  any  administrative  objections  which  bear  on  the  review 
process.   Finally,  HUD  should  be  admonished  in  the  report 
accompanying  H.R.  4  for  its  failure  to  conduct  meaningful 
performance  reviews. 
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Cltig^n  Participation 

The  success  of  a  local  govevnmant'a  CDBG  program  is 
greatly  enhanced  if  ths  citliena  affected  have  An  adequate 
opportunity  to  pavticlpate  in  the  development  and  InpleiDentatlon 
of  aeaiated  activities*   Sons  coanunlties  recognize  thla  and 
continue  to  implement  citizen  participation  procedures  once 
required  under  HUD  regulations i  other  commLLnltles,  once  those 
regulations  were  resclnded#  cut  back  algnlficantly  on  the  amount 
and  quality  of  citizen  input  into  their  CDBG  plans. 

H.R.  4  should  be  amended  to  require  that  the  citizens  who 
will  be  affected  by  particular  activities  at  the  neighborhood 
level  be  involved  in  the  planning  and  implementation  process. 
The  views  of  lower-income  people  should  be  solicited,  and 
technical  assistance  should  be  provided  to  citizen  groups 
representing  low-income  people  who  seek  to  develop  programs  or 
submit  statements. 

CDBG-Asslated  Houa^ing 

Section  506  of  H.R.  4  would  expand  tKe  listing  of  eligible 
activities  to  permit  the  use  of  CDBG  funds  to  const)!uct  or 
substantially  reconstruct  the  home  of  a  low-  ncome  owner- 
occupant  whoee  house  h«e  been  determined  to  be  unsuitable  for 
rehabilitatlon^L   To  guard  against  abuse,  the  amendment  should 
also  specify  that  the  assistance  cannot  be  granted  as  a  part  of  a 
mandatory  code  enforcement  program  directed  at  low- income 
hooeovners  and  thdt  the  ovner  of  the  new  structure  must  be  the 
same  person  who  occupied  the  substandard  structure. 

Currently,  neither  the  statute  nor  the  regulations  specify 
the  nature  or  the  duration  of  use  restrictions  to  be  imposed  on 
CDBG-assisted  properties   As  a  result   some  communities  have 
imposed  restrictions  coterminous  with  the  length  of  the  loan  they 
are  making  to  a  developer  or  owner  of  housing,  and  others  have 
picked  arbitrary  periods  of  time  ranging  from  five  to  30  years 
H.R.  4  should  be  amended  to  require  that  legally  enforceable  use 
restrictions  be  imposed  for  the  useful  life  of  the  structure 
assisted,  or  a  minimum  of  30  years,  whenever  a  local  government 
uses  CDBG  funds  to  acquire  or  dispose  of  land  for  housing  or 
whenever  it  provides  loans  or  grants  for  the  acquisition, 
financing,  or  operation  of  such  housing. 

gOMgLE33HBSS 

This  Subcommittee  does  not  need  to  be  reminded  of  the 
damaging  shorts  gbtedness  of  a  federal  housing  policy  which  has 
cut  bscK  severely  on  the  provision  of  permanent  housing  affordable 
by   the  low- Income  at  the  same  time  that  the  numbers  of  the 
homeless  have  grown  dramatically.   While  a  tenfold  increase  is 
now  units  ot  assisted  housing  is,  of  course  what  is  really 
needed,  and  what  we  should  not  lose  sight  of   Congress  must  now 
also  meet  the  d  re  and  immediate  needs  of  people  who  need  short- 
term  and  interim  housing  and  should  provide  funding  for  shelters 
and  transitional  housing  at  much  greater  levels  than  those 
proposed  in  H.R.  4. 


Digitized  by  VjOOQ IC 


-  u  - 


With  rtsptct  to  "stcond 
H.R.  4  requirts  that  a  n6n  inK*r**x 
rapald  if  tha  atructuffa  for  I'Mcii 
houaing  tha  homalaaa  or  lov-inco«« 
paviod  following  initial  occupancr 
but  aapacially  outright  granta  a*Kwi«:  ^ 
vacipiant'a  agraaing  to  maka  th«  a««: 
affordabla  rant  lavala  to  low-lnoona 
of  tha  atructura. 

PravantjLon 

Thara  ara  aavaral  actlona  if 
go  a  long  way  toward  pravanting  ho«a 
CDBG  atatuta  ahould  ba  atrangthanad  t4>  . 
raquiring  that  tha  following  conditio4«' 

1.  HUD  haa  raviawad  and  _^      _  

diaplacamant  plan  which  citiiana  aaalst  ik  4*fl»i^p:.2f^ 

implamanting  and  monitoring. 

2.  Tha  datavmination  aust  ba  aada  cfi^t  c-^-  »■  ^j^ 
ia  aithar  unavoidabla  or  in  tha  baat  int^m^mtM  <oC  0»cr  tt^' 
community  affactad  and  tha  houaaholda  aCC#«t#<i. 

3.  All  low-inooma  houaing  Io«t  or  coavc^i.^  a^-  - 

ba  raplacad  on  a  ona-for-ona  baaia.  ^ 

4.  Diaplacaaa  ahould  ba  vaia^bura^  all  ^r^^t^. 
incurrad  in  connaction  with  moving^  and  should  te  ootxtl^e  "- 
dacant  houaing  coating  no  mora  than  30  parc#nt  of  tb*ir  Luzi^imt 
For  rantara^  paymanta  aqual  to  tha  diffaranc*  Vrtiraan  yt^u^czabsi' 
of  incoma  and  monthly  houaing  ooata  nuat  ba  aada  by  tbe  loca' 
govarnmant  for  a  pariod  of  15  yaara. 

Tha  CDBG  atatuta  ahould  alao  ba  9mmn6^   to  enquire 
racipianta  of  auch  funda  to  cavtify  that  thay  ^tm   pc^s^rvio-  i^^*- 
incoma  houaing  including  Singla  Room  Occupancy  ^H^r.^:^   -.T^^ 
211  of  H.R.  286  "Tha  Homalaaa  Paraona'  Survival  »^^r_   ^i  i^^'~^ 
providaa  a  atarting  point  for  thia  idaa.  Sactl^^  39i  ^  t^M. 
aama  bill  would  raquira  racipianta  of  CDSO  (uif4#  to  -n'>j  SEl# 
tax-fovacloaad  propartiaa  available  for  nhaitara  *u4  JI^^i^mu^ 
rantal  propartiaa.   If  citiaa  oontinua  to   t*»ttry  ^w  SlSi^^^ 
fadaral  aaaiatanca  to  daal  with  t.h*  problana  of  turn   hnfriaaii  tSey 
muat  maka  avary  affort  to  aaa  that  aCfocdabl*  sinita  »x%   Aat:  wT 
within  thair  bordara.  "^^^ 

Yat  anothar  previa  ion  of  H.R.  286  would  prav#ot  ucuvftoaA&ajry 
avictiona  for  non-paymant  of  rant  from  public  and  aubaldiz^d 
houaing  unlaaa  tha  managava  can  ahow  that  tha  tanant'a  saot  was 
accurataly  computad  and  aaaaaaad.  (Saotion  201)  Tbia  la  a  wis* 
proviaion  and  ahould  ba  auppovtad.  Wa  know  of  aany  altuatiooa 
in  which  tananta  ara  aviotad  dua  to  miatakaa  of  tha  PHA  and  Aot 
tha  fault  of  tha  tanant. 

COWCLOiXOM 

Wa  thank  tha  Comnittaa  for  ita  opportunity  to  pvaaaat  our 
viawa  on  thia  yaar'a  houaing  lagialation.  Wa  hop«  th#t 
auggaationa  w«  hava  mada  will  ba  of  aaaiatanca  to  tha  Cowalttaa, 
aapacially  at  a  tima  auch  aa  thia  whan  tha  naad  for  fa4arally 
aubaiditad  houaing  la  aa  graat  aa  it  avar  haa  baan,  but  tha 
raaiatanqa  to  prov  d  ng  it  ia  mwmn   graatar.   If  wa  don't  pjrovlda 
tha  raaouccaa  to  addraia  thia  aituation  today,  wa  will  only  hava 
to  pay  mora  tomorrow. 
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STATEMENT  OF 

THE  NATIONAL  ASSOCIATION  OF  HOME  BUILDERS 

BEFORE  THE 

HOUSE  BANKING  COMMITTEE 

SUBCOMMITTEE  ON  HOUSING  AND  COMMUNITY  DEVELOPMENT 

MARCH  12,  1987 


My  nan*  is  Dal«  Stuard  and  I  an  First  Vloa  Prasidant  of  tha 
National  Aasociation  of  Nona  Buildars  (NAHB) . 

On  bahalf  of  th»  145,000  iD*iiU3*rB  of  NAKB,  I  oonnand  you,  Mr. 
Chairman,  for  moving  rapidly  to  gnln  anagtnant  of  housing  authorization 
lagislation,  lagislatlon  which  will  Lo  tha  first  housing  bill  to  bacoma 
law  on  its  own  mar its  in  six  yaara. 

Mr.  Chairman  t4AH6  raalizas  tha  housing  bill  this  Subcomnittaa 
will  considar  in  tha  coniing  waaks  raprasants  unfiniahad  businass  from 
tha  99th  Conaraaa.  Toward  that  and  wa  of far  you  our  ganaral  support 
for  this  lagislation.   SpaciflcaLly^  I  would  lika  to  addrass  aoma  of 
tha  imsuas  of  ^raatast  conoam  to  NAHB. 

First  NAHB  strongly  supports  tha  prohibition  on  naw  or  incraaaad 
uaer  fa«s  on  mortgaga  credit  containec)  in  H.A  4   Tha  Administration ' a 
attantpt  to  incrvna*  tha  f*«  chargvd  in  connaotion  with  tha  GNMA 
Kortg^ga  fiacKad  Sacuritias  Program  from  6   basis  points  to  10  basis 
points  ignorad  tha  prohibition  contalnad  in  both  tha  Kousa  and  Sanata 
varalonaof  last  yaar*a  housing  bill   Furthar,  tha  Adwiniatration'a 
budgat  c?oritaina  An  incraaaa  in  th«  FHA  faa  to  bacoma  affactiva  on 
July  1.   Tha  FHA  uaer  Imm   vould  Incraasa  from  3. a  parcant  of  tha 
mortgaga  aniount  to  5  parcant,  daapita  tha  substantial  isgislativs 
history  in  opposition  to  such  an  inoraasa. 

Mr.  Chairstan,  NA»B  bal  lavas  It  is  vitally  important  for  tha 
Committaa  to  include  laglalativa  languaga  prohibiting  Inrraaaaa  in 
thasa  faas  aa  vail  as  a  prohibition  on  faas  for  tha  Fadaral  National 
Mortgaga  Aasociation  (FNHA)  and  tha  Fadatal  Homa  U>an  Mortgaga 
Corporation  (FHIJ4C) <   Tha  Adminlatration  proposala  ara  part  of  an 
affort  to  raduca  tha  fadaral  involvamant  in  aaaantial  cradit  programs. 
Jf  adoptad,  thay  would  Incraaaa  hoaiing  costs  toz   homabuyara  at  th* 
lowar  and  of  tha  diarkat.   Aa  this  committaa  H^nova,  both  FHA  and  GKMA 
produca  a  profit  for  tha  fadaral  govarnmant.  Thara  agists  no  naad  to 
incraaaa  thasa  faas  to  maintain  tha  fiscal  soundnass  of  aithar  program. 
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FHA^GWMA  CBEDTT  LTHTTS 

Of  equal  Importance  to  NAHB  is  the  issue  o£  adequate  mortgage 
credit  limits  for  these  programs.   Congress  has  provided  overall  credit 
cei^lTigs  for  FHA  and  GNHA  of  ?100  billion  and  $150  billion  respectively 
for  the  crurrent  year,  a  substantial  decrease  from  last  year  & 
unprecedented  activity.  Since  about  40  percent  of  last  year  s  activity 
vas  generated  by  refinancing — a  situation  unlifcely  to  reoccur  this 
year — we  believe  these  livits  appear  adequate  for  1987  and  1988  as 
well. 

As  this  Conunittee  is  well  aware,  FHA  Insuring  authority  was 
allowed  to  expire  six  tines  during  fiscal  1986.   For  over  50  days  FHA 
vas  not  in  business,  creating  costly  delays  for  about  half  a  million 
potential  homebuyers,  according  to  the  Department  of  Housing  and  Urban 
Development  (HUD) . 

Tfr.  Chairman,  the  marketplace  will  not  tolerate  such  delays 
resulting  from  the  frequent  debates  to  which  housing  legislation  fell 
victim  during  the  last  Congress.   For  this  reason,  KAHB  supports 

penrianent  evtenaion  of  FHA  insuring  authority  as  provided  in       

legislation  introduced  by  the  distinguished  ranking  Henber  of  this 
cotumittee,  Representative  Chalmers  Wylie  and  Representative  Les  AuCoin 
(D-OR),  H,R.  1128 

PTHER  raft  REgTRrai<?^<g 

Current  FHA  homeownership  programs  are  logically  conceived — if  a 
family  meets  certain  basic  income,  credit  and  downpayment  requirements 
and  de&ires  to  purchase  a  modest  priced  home  in  the  area,  then 
typically  they  can  qualify  for  FHA  mortgage  insurance   This  is  as  it 
should  be,  and  this  is  what  has  Xept  the  program  healthy  for  over  fifty 
years  and  able  to  proviae  homeownership  to  millions  of  families  while 
providing  profits  to  the  federal  treasury. 

Mr.  Chairman,  NAHB  opposes  the  provisions  in  the  Administration 
budget  which  would  prohibit  including  customary  closing  costs  and 
increasing  downpayment  requirements  to  5  percent  for  those  families 
earning  in  excess  of  $40,000  per  year.  We  also  oppose  terminating  new 
insurance  for  Section  232  Nursing  Homes  and  Section  242  Hospital 
insurance. 

Ftifl  IPVEgTCR  LOAPg 

The  FHA  Investor  Loan  Program  is  of  great  importance  to  renters 
and  builders  alike.   Current  law  provides  single- family  FHA  mortgage 
Insurance  for  owner- occupants  (primary  residences)  as  well  as  for 
single  family  rental  housing  (investor  loans) ,  The  Administration, 
however,  has  proposed  limiting  the  FHA  single  family  program  to  owner 
occupants  only.   The  Bureau  of  Census  has  determined  that  30  percent  of 
all  families  who  rent  reside  In  single-family  housing.  Many  of  these 
families  have  large  households 

Further,  the  FHA  Investor  Loan  program  has  provided  builders  with 
an  important  tool  over  the  years  for  inventory  control,  particularly 
during  times  of  high  interest  rates   The  private  mortgage  insurance 
market  has  increasingly  withdrawn  from  from  the  single  family  rental 
market   According  to  a  HUD-FKA  Task  Force  Report  released  earlier  this 
year,  investor  loans  during  1985  were  15.6  percent  of  overall  FHA 
single- family  activity,  but  only  3  4  percent  of  private  mortgage 
insurance  activity   if  FHA  were  to  withdraw  from  this  market,  the 
private  marXet  would  not  meet  the  need. 

Tighter  underwriting  and  credit  standards  have  been  recommended 
for  the  investor  loan  program  in  a  1986  HUD- FHA  Task  Force  Report  on 
Fraud  and  Abuse   We  have  supported  the  recotuitiendations  of  the  task 
force  and  are  working  with  hud  on  recommendations  to  ensure  the 
soundness  of  the  program. 
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ZHft  APJPSTABLg  RATT  MORTgftgES  tAMlil 

Existing  law  r«»trlcts  th*  vol\i»«  of  th«  FHA-Adjust«bl«  Rat« 
Mortgag*  (ARM)  to  lO  p«rc«nt  of  th*  pr«vioua  yaar^s  ova rail  PHA 
activity.   Du«  to  th*  r^corcl-braaking  mortgage  landing  activity  which 
oecurrad  Ia«t  y»«r,  tfUD  ha4  to  notify  thair  f laid  officaa  that 
authority  to  ua«  tha  FKA-ARM  pro^ran  vooid  ba  daplatad  by  aarly 
aprlng-la»»  that  5  moj^tha  into  tha  fiacal  yoar-   Tha  FHA-ARM  program 
haa  provan  itaalf  to  b«  a  auccaaaful  danonatration.   It  providaa 
adaquat*  protection  to  homabuyara  by  raatrlcting  tha  naxinun  annual 
incraaaa  in  tha  ntortgaga  rata  to  ona  parcant  par  yaar  with  a  cap  of 
fiva  paroant  ovar  tha  lifa  of  tha  mortgaga, 

II  1%  4  VQuld  incraaaa  tha  FHA-ARM  cap  to  20  parcant.   NAHB  aupporta 
an  incraaaa  of  at  laaat  thia  amount 

JfflUICAtllLX-BgBIfiAgE  IWgtfRAtiCE  LIMIXg 

Currant  law  li>iita  tha  naximum  inaurabla  PHA  nortgaga  for  Saction 
331(d  O  and  fisction  221(d)(4)  nultifamily  rantal  houaing  programs  to 
limits  sat  in  tha  Housing  and  Community  Davalopmant  Act  of  1978. 
H  R  4  contains  no  incraaaa  for  thasa  programa  but  wa  would  urga  an 
appropriata  incraaaa  in  limlta  to  raflact  incraaaad  davalopnant  coa^. 

HAmJXACiyEEP  Housing  flUlLT  PH  rBBMAfflKT  ClMBlfi 

Tha  Manufactured  Koiaa  Conat ruction  and  Safety  Gtandards  Act  of 
1974  raqulraa  HUD  to  davalop  atandarda  for  tha  conetmction,  design  and 
parformanca  of  annufactured  houaing  built  on  a  parmanent  chassis 
Housing  built  to  theee  atandarda  ia  ayanpt  from  etate  and  local 
buildings  codas   All  other  fonna  of  houaing  nuat  maet  all  applicabla 
Stat*  and  local  building  codee  including  atriotar  atructural  and  anargy 
requiramanta.    Whan  HUD  learned  that  ao&e  of  their  repreaentativaa  had 
grantad  design  approval  which  would  parait  ranoval  of  tha  chaeeiar 
field  offices  vara  notlflad  that  thia  practica  was  in  violation  of 
Tltla  VI  of  the  Act*  NAHB  strongly  urge*  this  CoBoiiittaa  not  to  change 
the  dafiniticn  of  nanuractured  houaing  under  the  1974  Act   If  the 
chaaela  ia  removad  from  a  manufactured  home,  it  ahould  not  be  allgibla 
for  the  HUD  code  and  should  ba  raquired  to  meat  all  stata  and  local 
building  codee,  including  the  higher  anargy  atandarda  ratiuirad  for 
conventional Ly  built  housing*   Otharwiae,  we  are  adding  to  coneumer 
confusion  which  h&a  already  occurred  in  the  markatplace.   Manufacturad 
homaa  raacvad  froa  their  chaaeie  and  placad  on  a  permanant  foundation 
SI  ay  hava  tha  outward  appaaranca  of  a  conventional  hona  meeting  local 
building  codea   However,  the  atructural  and  anargy  ragulramanta  ara 
oonaidarably  lass  tor  those  manufacturad  honas  built  under  the 
HUD  coda. 

HUP  AfiSlBTEP  BQUfilMfl  FRPgRAKfi 

Since  l^ao,  the  federal  commitnant  to  providing  additional  housing 
aasistanca  through  HUD'a  aaalatad  houaing  programs  has  bean  greatly 
reduced  with  naw  budget  authority  decreasing  by  mora  than  7Q  parcent. 
While  NAHB  continuaa  to  support  deficit  reduction  afforts,  wa  ballava 
housing  programa  hava  paid  mora  than  their  fair  ahara.   It  ia  tins  to 
raaeaaaa  the  federal  commitmant  to  houeirg  for  lower  income  fanllias 
and  the  elderly.   The  Housing  Development  Grant  fHODACJ  Program,  tha 
pro;Jact-baaed  Section  B   loan  management  set  asld<i  propsrty 
disposition,  and  other  assisted  houaing  programs  ara  kay  to  maintaining 
adequate  and  affordable  low  and  modarata  incoaa  rantal  housing^  To 
continue  scaling  bacX  the  number  of  project -baaed  aubaidiied  units  each 
yaar  will  prova  very  coatly  Indaed  In  the  deceda  ahead.   Wa  urge  you  to 
maintain  thaae  programa  at  or  near  currant  authoriaing  lava la. 

BBDADEW   gLlGlBILTTV    FOR   ASSISTAhfCfi 

in  providing  fadaral  assistanea  to  lowar  incoaa  faniliaa,  Saction 
203  would  allow  a  graator  pareantaga  of  lowar  inooa»  faailiaa  to  ba 
aligibla  for  houaing  aaaiatanoa.  Spaeifieally,  thia  aaotion  would 
pamit  up  to  2S  paroant  of  thoaa  faniliaa  with  inoonaa  batwaan  50  and 
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80  percent  of  area  median  income  to  occupy  f«de rally  asElBted  housing, 
current  lav  severely  restricts  the  percentage  of  families  in  this 
income  range  to  between  5  and  10  percent,  depending  on  when  the  project 
was  completed  for  occupancy-  Mr  Chairman r  we  have  found  that  it  is 
often  the  large  family  with  a  single  head  of  household  who  is  moat 
severely  penalised  by  this  restriction.   HAHB  strongly  supports  the 
increase  in  this  limitation  contained  in  H.R.4. 

HQPULJVR -HOPglWg  STVDV 

HtTt*4  contains  a  provision  for  a  study  of  voluntary  national 
standards  for  modular  homes.  The  purpose  of  such  a  study  would  be  to 
describe  feasible  alternative  systems  for  implementing  a  voluntary 
preemptive  national  code  for  modular  housing^  including  panel! zed 
housing.   NAHB  has  been  pleased  by  the  development  of  regional  compacts 
and  believes  that  regional  solutions  aay  provide  the  best  answer  for 
overcoming  the  maze  of  conflicting  state  and  local  requirenents. 
Ve  believe  that  this  study  may  encourage  such  regional  solutions  and 
therefore  ve  support  its  inclusion  in  the  House  Bill  and  would  urge  you 
to  include  recommended  language  changes  we  have  provided  your  staff. 

FAIR  B9Pgiyg..I5£IER5  _ 

Also  included  in  H.R.4  is  a  provision  authorizing  funding  for  fair 
housing  testing,  known  as  the  Fair  Housing  Initiatives  Program  (FHIP) . 
HAKB  supports  fair  housing  and  supports  the  FHIF  program.  However,  we 
would  urge  the  Cosunittee  to  include  the  guidelines  approved  by  the 
Department  of  Housing  and  Urban  Development  in  any  authorization  for 
the  Fair  Housing  Initiative  Program. 

■CgHWVrJITY  g£yEI/gEH£HT 

TfAHB  slao  supports  msintaining  the  community  development 
programs;   Community  Development  Block  Grants  (COBG) ,  Urban  Development 
Action  Grants  (UDAG) ,  and  the  Rental  Rehabilitation  Grants  fRRG) . 
These  programs  arc  important  contributors  to  maintaining  the  nation's 
existing  housing  and  promoting  neighborhood  and  economic  development. 
For  example,  according  to  AUD,  about  30  percent  of  the  CDBG  program 
funds  are  used  by  local  governments  for  rehabilitating  existing 
housing.  Reduction  or  termination  of  these  programs  would  severely 
diminish  the  government's  role  to  encourage  retention  of  the  existing 
housing  stock 

BVTAL  PRPgR^Wg 

Mr.  Chairman,  we  also  strongly  urge  this  Committee  to  adequately 
fund  and  support  the  JP'armers  Home  Administration  {FmHA)  rural  housing 
programs  at  or  near  their  current  levels.  These  programs  have  helped 
two  million  families  the  elderly  and  the  handicapped  afford  housing. 
The  conditions  which  gave  rise  to  authorization  for  FmKA  to  make 
housing  loans  in  1949  still  exist  today  but  the  commitment  to 
providing  housing  in  rural  areas  is  in  serious  doubt  as  rursl  housing 
programs  have  been  reduced  by  over  50  percent  since  1^60 

The  Administration's  FVS8  budget  again  proposes  termination  of 
existing  rural  housing  construction  programs,  including  the  Section  502 
single-family  program,  the  Section  515  multi family  program  and  rural 
rental  assistance.   The  budget  substitutes  ^^7B  million  for  21,200 
vouchers  specifically  designated  for  rural  areas  and  administered  by 
Farmers  Home.  NAHS  believes  the  voucher  system  proposed  by  the 
Administration  will  not  work  in  rural  areas.  A  voucher  does  not 
provide  needed  new  construction  units  in  rural  areas   The 
Congressional  Research  Service  (CRB)  projects  a  housing  shortage  in 
rural  areas  of  375.000  units  between  1986  and  1990*   Vouchers  will  not 
address  this  need  nor  will  they  alleviate  the  problem  of  a  lack  of 
adequate  housing  for  use  with  vouchers  In  many  rural  areas   We  urge 
the  Euhcommittee  to  reject  the  Adainistr  at  ion's  proposed  voucher  system 
which  would  rsplacs  ths  traditional  rural  housing  construction 
programs. 
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Mr.  Chainian,  ws  ar«  pl«a«*d  with  th«  provisions  in  H.R.4  which 
would  provid*  r*ll«f  for  th»  Section  HO?  "JO  p*rc»nt  rul*.**  Undsr 
currsnt  law,  40  p«rci»nt  of  Section  IDJ  (urding  au»t  90  to  vary  iov 
inoona  faaillaa  aarnin?  »0  parcant  of  araa  msdi^n  incooa  or  laaa, 
Baoauaa  of  diffloulty  in  qualifying  buyara  which  Bi«»t  thi»  racTuirairant, 
28  parcant  of  th«  appropriation  sat  aalda  for  th»  vary  low  incoma  vaa 
not  apant  in  ^YBfi.   Your  bill   provldaB  mora  flaxiblllty  by  amandlng  tha 
law  to  allow  tba  higher  of  50  parc«Tit  of  non^matropolitan  nadian  Incoma 
or  50  parcant  of  nuD  nadlan  incona  figuras  to  ba  uasd,   in  thia  way, 
graatar  uaa  of  tha  Sactlon  503  housing  funda  would  occur  am  mor*  v«ry 
low  Inooiia  buyara  would  ba  aligibla  to  qualify  for  loans. 

aECTIQW  515  PREP&XHail 

Mr  Chairman,  NAKB  nuat  oppoaa  lagialation  which  ratroactivaly 
alJjninataa  a  borrowvr  a  contractual  right  to  prapay  PbKA  housing  loans. 
Wa  do  support  a>BlAtiinc«  for  diaplacvd  tanants  in  tha  form  of  incraaaad 
rsntal  asaiatanca  howavar  and  wa  also  ancouraga  tha  davalopnant  of 
Incantivss  to  ancouraga  propar  naintananca  and  ratantion  of  tha  currant 
rural  housing  stock  av«ll«bla  for  low-inooma  housaholds. 

Tha  iaaua  of  anargy  consarvation  ranains  significant.  Proaram^. 
authority  for  tha  Solar  Bnargy  and  Bnargy  Consarvation  Bank  axpirasntt 
tha  and  of  1987 «  NAHB  supports  its  axtansion.  Tha  HUD  Solar  Bank  waa 
authoritad  to  provlda  loan  sssistancs  and  natching  grants  for  low-and 
ftodarata-lncoba  f anil las  to  purchasa  anargy  consarvation  and  solar 
anarqy  Improvaaanta . 

Currant  Adnlnlatration  policy  advocmtas  alininating  a  fadaral  rola 
in  raaidantlal  anargy  con»«rvation  affortn  and  haa  Bucc^cdad  to  a  larga 
aytant  by  aliminatlon  of  anargy  tax  cradits  at  tha  and  of  1985  on 
raaidantlal  atructura»«  substantial  raduction  in  funding  of  anargy 
oonaarvation  raaaarch  including  tha  crucial  ataa  of  building  ayatania  at 
tha  Dapartnant  of  Enargy,  and  ailttlnatlon  of  additional  funda  for  tha 
HUO  solar  Sank  alnca  1^86.  Various  othar  DOE  programs  targvtad 
dlractly  to  housing  also  havs  baan  graatly  curtailad.   Mr.  Chaiman, 
NMlfi  bal lavas  tha  oookbi nation  of  thaaa  avanta  will  rasult  in  a  wasta  of 
our  anargy  raaouroaa  a a  wall  as  an  addad  cost  to  oonsunars. 

FHA  aiNGLE  FAWlLV  MORTGAGE  IHSURAKCE  LIMITS 

Hr-  Chalnasn^  wa  ara  intarastad  In  tha  Isaua  of  adaciuata  wortgaga 
llBilta  for  tha  FHA  singla-fawily  progratq.   currant  law  aHtabllahaa  tha 
maxlwum  aortgaqa  Unit  for  aingla  fanlly  housing  at  3«7,JO0  with  a 
maximum  cap  of  $90,000  for  high  coat  araaa.   NAHB  atrongly  aupporta 
having  tha  FHA  nortgaga  limit  raflact  both  inflationary  trands  in  tha 
ovarall  houalng  &arkat  aa  wall  as  diffsrsncss  in  housing  coats  in 
various  parts  of  tha  country,   Tbs  currsnt  FKA  baaa  limit  of  $67 ,500 
haa  not  baan  adjuatad  ainca  1979  and  wa  ballava  that  Incraasing  tha 
baaa  and  daaling  with  high  coat  iras  Inagultlaa  ara  iaauas  which  should 
ba  conaidarad  by  thle  Committaa^ 

figCPMMRX  JQRIftAfiE  JIARKEI  Ififiy^ 

NAHB  flraly  aupporta  anhanoad  aaoondary  mortgaga  ttarkat  activitiaa 
and  wa  again  want  to  amphaalia  our  oppoaltion  to  any  naw  or  incraasad 
uaar  faaa  for  CKHA,  FNMA  and  fULMC*   Thssa  sacondary  markat  aganclas 
hava  long  baan  laadars  In  naw  and  innovat  Lv*  iiaccindary  mortgaga  narltat 
programa.   Thalr  status  has  pronotad  both  tha  davalopmant  of  tha 
sacondary  mortgaga  marXat  as  wsll  aa  tha  davalopmant  of  naw  kinds  of 
mortgaga  backad  aacuritiaa  which  latar  wars  adoptad  and  avpandad  ii>y 
prlvata  laauars^   Wa  aarlously  quastion  whathar  this  avolutlon  vould 
hava  octTurrad  aa  rapidly  or  aa  poaltivaty  if  FKMA  and  FHUKC  had  baan 
prlvatl*ad  or  if  thatr  ©oat  of  funds  had  baan  hlghar.   For  this  raaaon, 
wa  oppoaa  a  cap  which  rsatrlots  thalr  purchasa  llnlta  aa  propoaad  by 
tha  AdiBlnistratlon. 
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FRESEHYMIPH  gF.,A5£IgTEP  BPV5I^fg  gTOCR 

Two  yearft  ago,  NAHB  pfUblitthed  a  report  providing  a  comprehensive 
Analysis  of  Iov«r  income  housing  needs  and  issues,   in  this  study,  v$ 
examined  the  issues  Involved  in  Buintaining,  managing,  and  preserving 
the  stock  of  gavernment  eBslsted  and  puhlic  housing >   At  current 
average  development,  costs  of  roughly  $40,000  per  rental  housing  units, 
the  assisted  rental  «tock,  excluding  Section  8   existing  and  voucher 
unite,  vould  cost  in  excess  of  $130  blllit^n  to  replace.   Therefore 
retention  and  sound  management  of  this  housing  stock  are  crucial  for 
the  households  served  by  those  units  and  for  those  who  would  have  to 
compete  for  housing  with  those  displaced  by  any  rttduction  in  the 
assisted  housing  stock. 

over  the  next  decade,  owners  of  nuch  of  this  housing  stock  will 
face  expiring  federal  suhsidieo  and  prepayment  opportunities.   Both  the 
federal  government  and  many  private  owners  will  face  the  choice  of 
terminating  or  of  continuing  relationships  under  which  subsidized 
private  units  are  provided  to  low  income  tenants,   NAHB  believes  that 
federal  policy  should  work  toward  maintaining  these  relationships  by 
renewing  assistance  contracts  and  by  providing  incentives  for  continued 
participation  by  private  owners.   The  contractual  rights  of  property 
owners  to  withdraw  from  programs  should  tiot,  however,  be  abrogated  in 
the  process   Further  we  must  take  exception  to  section  241,      — 
Pr«payB«nt  of  Mortgages  in  H^R,4  which  would  nandate  a  ri^ht  of  first 
refusal  on  the  sale  of  projects  at  fair  market  value  to  units  of 
govemaent  which  agree  to  restrict  the  occupancy  to  low  and  moderate 
incone  reeidantv   As  drafted,  we  believe  this  provisiori  would  place 
retroactive  restrictions  on  property  owners  which  we  oppose,   Ve  know 
of  Kr  Frank  a  interest  in  this  issue  and  look  forward  to  working  with 
the  Subcommittee  to  develop  a  responsible  package  of  legisletion. 

Mr.  Chairman,  I  would  like  to  call  to  the  Committee's  attention  to 
NAHB PS  "A  Blueprint  For  National  Housing  Policy"  which  was  adopted  by 
,Dur  Board  of  Directors  in  January-   This  blueprint  is  a  comprehensive 
statement  of  KAHB  s  views  on  key  housing  policy  issues  in  today's 
environment  which  expands  on  our  policy  studies  conducted  in  1984  and 
1^S5;   NAHB  believes  it  is  essential  that  a  comprehensive  national 
hou^ng  policy  be  developed  to  ensure  an  effective,  efficient  housing 
delivery  system.   In  view  of  the  many  policy  changes  that  have  occurred 
in  recent  years,  NAHB  feels  the  entire  policy-making  process  for 
housing  needs  to  be  reviewed  and  revised  to  increase  its 
effectiveness.   We  know  of  your  interest  and  efforts  in  promoting  a 
national  housing  policy,  Mr,  Chairman,  and  we  would  like  to  join  with 
you  and  this  Subcommittee  on  this  task. 

fEPERAL  CKEPIT  REFQWi 

We  strongly  oppose  a  provision  in  the  Administration's  FYSS  Budget 
request  on  credit  reform,  which  proposes  to  create  a  revolving  fund  at 
the  Treasury  Department,   As  stated  in  the  budget  document,  "loan 
guarantees  would  be  put  on  a  basis  comparable  ^o  direct  loans.** 

While  we  have  many  questions  about  the  proposal,  we  would  strongly 
urge  this  Committee  to  challenge  such  unsound  thinking.   For  the 
government  to  insure  or  guarantee  a  loan  in  the  event  Of  possible 
default  does  not  commit  the  resources  required  under  a  direct  loan 
program.   Further,  the  purpose  of  the  mortgage  insurance  premium  Is  to 
provide  the  government  with  the  revenue  necessary  to  pay  for  such 
anticipated  future  claims,   Mr  Chairman,  to  state  thst  direct  loans 
and  loan  guarantees  ere  cut  from  the  same  cloth  borders  on  the  absurd. 
We  urge  this  Committee  to  oppose  any  such  credit  reform  and  encourage 
you  to  seek  referral  of  such  legislation  to  this  Committee. 

Thank  you  for  the  opportunity  to  present  our  views.   I  will  be 
happy  to  address  any  questions  you  may  have. 
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Mr.  Chairman  and  members  of  the  Subcommittee,  my  name  is  Thomas  M.  French,  Jr.  I 
am  Chairman  of  the  Board  of  BancBoston  Mortgage  Companies,  located  in  Jacksonville, 
Florida.  I  also  serve  as  President  of  the  Mortgage  Bankers  Association  of  America.*  MBA 
appreciates  the  opportunity  to  testify  on  proposed  legislation,  HR  4,  the  "Housing  and 
Community  Development  Act  of  1987,"  co-introduced  by  Committee  Chairman  Femand  J. 
St  Germain  and  Subcommittee  Chairman  Henry  B.  Gonzalez.  Accompanying  me  today  are 
Burton  C.  Wood,  MBA's  Senior  Staff  Vice  President  and  Legislative  Counsel,  and  Brian  D. 
Cooney,  iMBA's  Associate  Legislative  CounscL 

I  am  pleased  to  discuss  with  you  pertinent  provisions  of  HR  4,  as  they  affect  the  real 
estate  finance  industry  and  related  housing  issues  of  importance  to  MBA,  as  well  as  those 
provisions  of  the  Administration's  fiscal  year  (FY)  1988  budget  proposal  that  will,  if 
adopted,  have  a  profound  impact  on  housing  and  mortgage  finance. 

Before  that,  however,  1  would  like  to  express  our  deep  appreciation  for  this  Committee's, 
as  well  as  Congress's,  support  in  the  successful  effort  culminating  in  the  recent 

Congressional  passage  of  HR  1056,  which  will  prevent  the  Government  National  Mortgage 
Association  (GNMA)  from  imposing  fees  on  its  mortgage-backed  securities  program  above 
those  necessary  to  keep  the  program  sound  and  healthy.  We  believe  this  bodes  well  for  a 
strong  resurgent  national  housing  policy. 

The  items  of  interest  to  MBA  in  HR  4  are  discussed  in  detail  below. 

HR  4,  THE  'VOIB»G  AND  COMMUMTTT  DEVBLOPMBNT  ACT  OF  1M7" 

Prohibition  on  User  Fees 

MBA  strongly  supports  Sections  441  and  403  of  HR  4  which  prohibit  increases  in  user  fees 
for  the  Federal  mortgage  credit  programs  of  the  Federal  Housing  Administration  (FHA), 
GNMA,  the  Federal  National  Mortgage  Association  (FNMA),  and  the  Federal  Home  Loan 
Mortgage  Corporation  (FHLMC). 

Charging  fees  to  users  of  the  government's  housing  and  mortgage  credit  programs  for  the 
purpose  of  enhancing  U.S.  Treasury  revenues  will  increase  mortgage  rates  and  is  contrary 
to  the  Congressional  purpose  of  fostering  homeownership  through  these  programs  and 
entities.  MBA  believes  that,  in  the  fight  to  reduce  the  Federal  deficit,  it  may  be 
necessary  to  raise  taxes  as  a  last  resort,  once  significant  cuts  have  been  made  in  Federal 
spending.  But  such  increases  should  be  broad-based  rather  than  imposing  a  special  tax  on 
homeownership.  Homebuyers  and  borrowers  should  benefit  from  the  purpose  of  these 
programs,  which  has  been  to  foster  homeownership  opportunities  by  making  mortgage 
credit  more  affordable  for  moderate-  and  middle-income  homebuyers.  These  programs 
are  discussed  below  in  further  detaiL 

FHA.  MBA  strongly  supports  Section  403  of  HR  4,  which  would  prohibit  any  increase  in 
the  current  3.8  percent  FHA  single-family  mortgage  insurance  premium.  For  alternative 
mortgages  insured  under  certain  sections  of  the  National  Housing  Act  that  may  involve 
additional  risk.  Section  403  provides  that  the  premium  charges  should  be  based  upon 
actuarial  analysis. 

A  true  user  fee  should  be  equivalent  to  the  cost  of  providing  a  service.  In  that  sense,  the 
FHA  unsubsidized  mortgage  insurance  programs  have  always  been  subject  to  user  fees 
because  the  mortgage  insurance  premiums  that  are  charged  to  borrowers  have  always 


•The  Mortgage  Bankers  Association  of  America  is  a  nationwide  organization  devoted  ex- 
clusively to  the  field  of  housing  and  other  real  estate  finance.  MBA's  membership 
comprises  .norlgage  originators  and  servicers,  as  well  as  investors,  and  a  wide  variety  of 
mortgage  industry-related  firms.  Mortgage  banking  firms,  which  make  up  the  largest 
portion  of  the  total  membership,  engage  directly  in  originating,  selling,  and  servicing  real 
estate  investment  portfolios.   Members  of  MBA  include: 

o  Mortgage  Banking  Companies  o  Mortgage  Brokers 

o  Commercial  Banks  o  Title  Companies 

o  Mutual  Savings  Banks  o  State  Housing  Agencies 

o  Savings  and  Loan  Associations  o  Investment  Bankers 

o  Mortgage  Insurance  Companies  o  Real  Estate  Investment  Trusts 

o  Life  Insurance  Companies 

MBA  headquarters  is  located  at  1125  15th  Street,  N.W.,  Washington,  D.C.  20005; 
telephone:  (202)  861-6500. 
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oovtrtd  tht  oMt  of  optrttiM  Umm  progrtmt,  including  tdmlniatrttivt  txptnMt  mioh  «• 
Mlarltt  tnd  ovtrhttd,  u  wtil  «•  loiMt  tttrlbuttblt  to  dtftult  claims  thtt  mutt  be  ptid. 
PHA  hM  tlwtyt  Mrvcd  the  rltkltr  borrower  population,  but  btcauM  it  ctrritt  a  high 
mortgagt  inturanct  premium  it  hat,  nonethtltM,  batn  actuarially  lound. 

Tht  Mutual  Mortgage  Inauranct  Fund  (MMIP)  ia  the  reserve  fund  that  covert  primarily  the 
PHA  Section  203(b)  homeownerthip  program.  Borrowers'  premiums  are  used  to  cover 
operating  costs,  and  the  balance  of  those  fees  are  placed  in  the  MMIP.  As  of  the  end  of 
FY  1986,  it  contained  $4.07  billion  in  rtserves.  Thus,  the  cost  of  providing  the  servict 
that  the  Federal  government  offers,  mortgage  Insurance,  is  fully  covered  at  present  by 
feet.  Yet  the  Adminlttratlon't  FY  1988  budget  proposal  would  incrtate  thoaa  fttt  to  that 
tht  Ftdtral  govtmmtnt  would  derive  tvtn  larger  income  from  program  optrationt.  And 
that  Income  It  obtaintd  from  thoae  who  can  least  afford  itt  modtratt-incomt 
homtbuytrt. 

According  to  MBA*t  Economics  Dtpartmtnt,  increased  fees  on  tht  average  PHA  loan  on  a 
$65,000  homt  will  cost  tht  avtragt  PHA  homtbuyer  an  additional  $2,200,  thereby 
eliminating  many  would-bt  homtbuytrs  from  qualifying  for  PHA  loans.  Tht  maximum 
loan  that  PHA  may  inture  It  $67,500  in  many  areat  and  up  to  $90,000  in  dttlgnattd  high 
coat  artat.  Thttt  llmiU  ttrvt  to  focut  tht  btntfitt  of  tht  PHA  program  on  thoat  who 
nted  thtm. 

omiA.  MBA  ttrongly  tupporU  Stction  441  of  HR  4,  which  would  prohibit  an  increate  In 
tntONMA  guaranty  fte  from  tht  ourrtnt  6  baalt  polntt,  aa  wall  aa  prohibiting  tht 
Impotition  of  fttt  on  tht  dtbt  and  ttcurltitt  ittuanctt  of  PNMA  and  FHLMC. 

The  ONMA-MBS  program  providtt  a  mtans  for  homebuyert,  primarily  moderate-  to 
mlddlt-lncomt  familitt  and  vtttrana,  to  obtain  compttitivt  acettt  to  capital  marietta  via 
tht  ttcondary  mortgagt  market.  From  tht  Inctption  of  tht  ONMA-MBS  program  In  1968 
until  Dtotmbtr  81,  1986,  ON  MA  Impoatd  an  annual  guaranty  fat  of  6  baalt  polntt  with 
rttptot  to  poolt  backtd  by  FHA  and  VA  tinfflt-family  mortgagtt.  Bxperltnot  Indioattt 
that  thit  fee  mora  than  amply  provldet  for  the  txptnttt  of  ONMA  and  adtquata  rtttrvtt 
for  pottntlal  loattt. 

SInot  tht  ONMA-MBS  program  waa  Inltlattd,  ONMA  hu  colltoUd  guaranty  fttt  of  $817.4 
million.  In  addition,  It  hat  eolltcttd  othtr  fttt,  and  hat  tarntd  Invettmtnt  Income  that 
hat  bttn  ttt  uldt  In  tht  ONMA  rtttrvt  fUnd  maintained  with  tht  Trtaaury  Dtpartmtnt, 
whieh  toUUtd  $1.85  billion  u  of  Stptombtr  80,  1986.  During  1986  alont,  about  $191 
million  wtrt  addtd  to  rtaervtt,  whilt  program  loaatt  wtrt  only  about  $100,000,  or  0.06 
ptretnt  ONMA  hat  ntvtr  had  to  draw  any  amountt  from  Itt  rttervt  at  tht  Trtaaury, 
having  paid  all  clalmt  from  current  year's  income.  In  fact,  the  propoatd  Ftderal  budget 
for  FY  1988  Indicates  that  ONMA  expecU  to  transfer  $485  million  to  tht  Trtuury,  afttr 
payment  of  all  operating  expentes  and  losses  during  FY  1988. 

FNMA  and  FHLMC.  MBA  strongly  supporU  Section  441  of  HR  4,  which  would  prohbit  tht 
impoeltion  of  Increattd  fttt  on  tht  dtbt  and  tecurltitt  Ittuanctt  of  FNMA  and  FHLMC. 
Both  tntitlta  currant^  ohargt  fttt  to  lendtrt  for  mortgagt  purehaata  and  guaranttta  of 
mortgtft-taoktd  ttourltltt  that  art  ttt  at  Itvtlt  dttlgned  to  tovtr  FNMA*t  and  FHLMC% 
ooata  and  undtrwrltlng  rltkt.  FNMA  and  FHLMC  do  not  rtquirt  any  CongrtatlonaUy 
appropriattd  fundt  to  optratt. 

All  of  those  mortgage  credit  programs  rtprttent  a  true  working  partntrthip  bttwttn 
private  enterprite  lendtrt,  who  provide  tht  mortgage  fundt,  and  tht  Ftdtral  government, 
which  provldet  a  guaranty  or  inturanct  program.  Borrowtrt  btnefit  btoaust  thttt 
programs  tnsurt  a  stable  supply  of  mortgage  credit  at  the  most  affordable  rate  pottlblt. 
Thttt  tntltiet,  by  pooling  loant  in  mortgage-backed  ttcurity  form  for  talt  In  national 
credit  markett,  increate  market  efficiency,  whieh  lowert  mortgage  inttrttt  rattt.  In 
etttnct,  these  activities  put  individual  borrowtrs  on  the  tame  plant  at  large  government 
and  corporate  borrowert. 

MBA  urges  Congrett  to  keep  houting  affordable  and  not  to  adopt  uttr  fttt  on  tht 
mortgage  credit  program  of  FHA,  ONMA,  FNMA,  or  FHLMC. 

Pfrf^fnt  n\  fM  jntfflni  AvMhy 

Section  401  of  HR  4  txttnda  FHA't  Inturlng  authority  through  Stpttmbtr  SO,  1988.  MBA 
ttrongly  urget  Congrett  to  enact  ptrmantnt  Inturlng  authority  for  FHA.  Whilt  Station 
401  provides  program  continuity  for  one  year,  it  does  not  offer  any  protection  against 
FHA  program  ditruptlon  in  future  yeart.  Permanent  authority  would  pant  relief  to 
homebuyert  and  to  mortfage  lendtrt  flpom  tht  txtrtmtly  ditruptlvt  tltuatlon  experienced 
when  FHA't  Inauring  aumorlty  txplrtd  on  taven  different  oeeaalona  bttwttn  StpUmbtr 
30, 1985  and  Stpttmbtr  80, 1986,  Itpeing  for  a  toUl  of  54  dayt. 
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FHA  Investor  and  Second  Home  Loans 

Section  404  of  HR  4  would  restrict  the  use  of  FHA  single-family  mortgage  insurance  to  a 
borrower's  principal  or  secondary  residence.  The  Administration's  FY  1988  budget 
proposes  to  limit  FHA  insurance  eligibility  to  buyers  of  primary  residences  only. 

MBA  strongly  opposes  any  legislative  proposals  that  would  restrict  the  use  of  FHA 
single-family  mortgage  insurance  to  primary  residences.  Investor-held  properties  are  an 
important  source  of  single-family  rental  housing,  which  is  particularly  important  for 
moderate-income  larger  families  that  cannot  afford  to  purchase  homes  of  their  own.  Now 
that  Federal  spending  for  assisted  housing  and  the  new  tax  laws  have  limited  investment 
opportunities  in  real  estate,  the  availability  of  rental  housing  is  more  crucial  than  ever 
before.  As  mentioned,  the  Administration's  proposal  will  also  prohibit  FHA  financing  on 
second  homes.  FHA  is  an  important  source  of  financing  for  such  homes  in  areas  where 
conventional  financing  is  often  unavailable. 

In  Mortgagee  Letter  86-15,  dated  August  8,  1986,  FHA  has  already  made  several  changes 
to  address  the  problems  in  the  investor  loan  area,  including  the  pr(Aibition  on  taking  cash 
out  in  investor  refinances  and  the  requirement  of  a  credit  check  on  individuals  assuming 
an  FHA  loan  within  two  years  of  the  loan's  original  settlement  date.  For  second  homes, 
HUD  regulations  require  an  85  percent  loan-to-value  ratio.  A  15  percent  downpayment 
should  act  as  sufficient  incentive  for  borrowers  to  avoid  default. 

MBA  believes  Congress  should  wait  and  see  how  effective  the  regulatory  changes 
embodied  in  Mortgagee  Letter  86-15  will  be  in  reducing  defaulta  before  considering 
legislative  restrictions  on  the  FHA  investor  and  sec<Mid  home  loan  programs. 

Increase  in  Number  of  Adjustable  Rate  Mortgages  FHA  May  Insure 

Section  410  of  HR  4  would  increase  the  volume  of  adjustable  rate  mortgage  (ARM)  loans 
FHA  may  insure  from  10  percent  of  the  previous  year's  total  origination  volume  to  20 
percent.  MBA  urges  that  the  volume  limitation  for  FHA-ARMs  be  removed. 

The  Housing  and  Urban-Rural  Recovery  Act  of  1983  (P.L.  98-181)  authorized  FHA  to 
insure  ARMs  with  payment  caps  of  1  percent  annualty  and  5  percent  over  the  lifetime  of 
the  loan.  Because  ARMs  were  a  relatively  new  mortgage  product  at  that  time,  FHA 
insuring  authority  for  its  ARM  program  was  restricted  to  10  percent  of  the  total  number 
of  FHA  mortgages  insured  in  the  previous  year. 

The  FHA-ARM  is  a  consumer-oriented  product.  With  the  FHA  low-downpayment  feature 
combined  with  the  1  percent  annual  increase  cap,  borrowers  are  insulated  from  the 
potential  extremes  of  paynient  shock.  Most  conventional  ARMs  carry  a  2  percent  annual 
and  5  to  6  percent  lifetime  cap,  and  require  10  percent  downpayments. 

Although  ARM  activity  has  decreased  because  of  lower  fixed-rate  interest  rates,  recent 
history  has  shown  that  this  instrument  will  regain  its  popularity  as  interest  rates  rise.  In 
establishing  the  limited  demonstration  program  in  1983,  Congress  was  proceeding 
cautiously,  because  ARMs  were  essentially  a  new  type  of  mortgage  product.  Since  that 
time,  however,  the  marketplace  has  gone  throi^  the  learning  process  of  developing 
appropriate  ARM  products. 

Reducing  Losses  Under  the  FHA  Single-Family  Program 

Several  provisions  in  HR  4  are  designed  to  curb  potential  fraud  and  abuse  in  the  FHA  loan 
programs.  These  include:  independent  verification  by  HUD  of  a  borrower's  ability  to  pay; 
independent  review  by  HUD  of  credit  reports  and  appraisals  under  certain  circumstances; 
and  periodic  review  of  the  rate  of  early  serious  defaults  and  claims. 

MBA  strongly  supports  a  strong  and  viable  FHA  program.  Curbing  fraudulent  and  abusive 
practices  is  an  industry  objective.  While  MBA  supports  the  objective  of  increasing  quality 
controls  on  FHA  lending  practices,  we  are  concerned  that  FHA  staffing  levels  are 
inadequate  to  take  on  substantial  added  responsibilities  to  review  loan  cases.  Therefore, 
while  MBA  welcomes  the  additional  responsibilities  given  the  lender  in  the  FHA  Direct 
Endorsement  program,  which  have  enabled  FHA  to  reduce  its  staffing  requirements,  it  is 
important  that  FHA  retain  an  adequate  number  of  competent  employees  to  monitor  its 
programs  and  to  train  lenders  in  the  procedures  required  for  FHA  processing.  All  FHA 
staff  salaries  are  paid  out  of  program  revenues,  and  involve  no  Congressional 
appropriations. 

In  certain  areas  designated  by  HUD,  MBA  believes  that  it  would  be  appropriate  to  require 
that  appraisals  be  routinely  performed  by  FHA  staff  rather  than  fee  panel  or  Direct 
Endorsement  appraisers.    This  would  prevent  collusion  between  a  buyer  and  a  seller  when 
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propcrtltt  art  rtpldly  "flipped"  and  the  InortMtd  mIm  priot  it  dut  to  rapid  purohasa  and 
lala  with  only  cosmatio  rapairs  or  no  anhaneamant  whatioavar.  Evan  in  non-fraudulant 
inatancas,  this  raqulramant  would  foeus  scrutiny  on  tha  value  of  a  home  In  areas  subject 
to  speoulatlva  turnover  and  dampen  an  ovar-anthualastio  inflation  of  value.  All  properties 
In  these  designated  areas  sold  or  asaumad  within  one  year  of  purchase  should  be  subject  to 
this  requirement.  There  should  be  an  exemption  If  the  sales  price  is  not  more  than  5 
percent  higher  than  tha  sale  price  in  a  previous  12  month  period.  Where  there  Is  no 
excessive  price  Inflation,  borrowers  or  assumptors  should  not  be  subject  to  delays,  and  fee 
panel  or  Direct  Endorsement  appraisals  should  be  sufficient  to  ascertain  value  accurately. 

Another  way  to  ensure  quality  control  would  be  to  require  HUD  to  make  detailed  default 
information  available  to  originating  lenders  and  brolters.  Purchasers  of  individual 
mortgages  from  brokers  or  purchasers  of  servicing  portfolios  do  not  currently  have  a  way 
to  asaess  quality.  If  the  lender  or  broker  has  received  default  information  from  HUD, 
interested  investors  can  ask  for  this  Information  for  analysis  prior  to  making  a  purchase. 
This  procedure  would  enhance  an  originator's  incentive  to  maintain  hich  quality  controls. 
Privacy  considerations  would  still  be  maintained,  because  only  the  originator  would  have 
direct  access  to  the  information. 

Assurance  of  Adequate  Processing  of  PHA  Loan  Applications 

Section  414  of  HR  4  would  require  the  HUD  Secretary  to  maintain  at  least  one  office  In 
each  state.  MBA  supports  this  provision  because  It  will  help  ensure  more  timely 
prooeaaing  of  loan  applioatlona,  particularly  during  periods  of  heavy  volume. 

Section  412  of  HR  4  would  grant  authority  to  the  HUD  Secretary  to  impoae  civil  monetary 
penalties  against  mortgagaea  for  any  violations  of  the  National  Housing  Act  MBA 
strongly  oppoaea  theae  provisions  because  they  are  overly  broad  in  their  scope  and  should 
be  more  preclaely  worded  in  order  to  identify  better  the  abuaes  they  are  Intended  to 
redress.  Further,  MBA  alao  atrongly  oppoaea  the  very  narrow  right  of  Judicial  review  of 
HUD*s  finding  of  violations  that  the  provlalon  oontaina. 


Section  567  of  HR  4  conUins  language  that  would  cUrIfy  the  authority  of  the  HUD 
Secretary  to  eliminate  hasards  under  the  Lead-Baaed  Paint  Polaoning  Prevention  Act  (P.L. 
91-695)  by  requiring  the  removal  of  Intact  lead-baaed  paint,  as  well  as  chipped  and  peeling 
paint,  found  on  the  Interior  and  exterior  surfaces  of  buildings  covered  by  FHA  mortgage 
Insurance  and  constructed  during  or  after  1950.  In  addition,  In  light  of  recent  court 
decisions  relating  to  the  hazards  that  lead-based  paint  poses  to  small  children,  HUD  has 
promulgated  final  regulations,  dated  January  15,  1987,  regarding  the  removal  of  lead- 
based  paint  from  FHA  single-family  and  multiftmily  insured  and  assisted  properties. 

MBA  realises  the  hasards  that  laad-baaed  paint  preaents  to  famlliea.  We  are  concerned, 
though,  that  the  enforcement  of  an  over^  stringent  standard  as  a  predicate  to  FHA 
insurance  la  financially  Infaaalbla. 

The  availability  of  teating  equipment  of  lead-based  pelnt  la  the  greatest  problem, 
particularly  for  the  FHA  single-family  insurance  program.  There  are  currently  only  400 
machinea  In  the  country  which  can  detect  lead-based  paint.  The  cost  of  each  machine  la 
approximately  $8,000,  and  the  yearly  maintenance  Is  approximately  $2,500.  FHA  la 
receiving  slngle-faml^  Insurance  applications  at  a  rate  of  approximately  2,000,000  per 
year,  while  there  la  little  proapect  of  such  an  exponential  Increaae  in  the  number  of 
testing  machines  in  the  foreseeable  future. 

Even  If  the  problem  of  availability  of  testing  equipment  could  be  solved,  use  of  testing 
equipment  on  the  scale  needed  would  InvoWe  a  substantial  new  expenditure  for  fee 
appralaers  (all  the  additional  cost  would  fall  on  users  of  the  program)  and  the  creation  of  a 
new  Industry  which  would  involve  the  training  of  hundreds  of  testing  operators.  Further 
FHA  applications  come  not  on^  from  urban  centers,  but  from  remote  and  dlatant  dwelling 
placea  from  every  pert  of  the  fifty  ate  tea  and  territories.  In  most  of  these  areu  a  atrict 
testing  requirement  would  effectively  preclude  FHA  assistance  to  the  people  the  National 
Houaing  Act  wu  designed  to  aaalst. 

The  expense  of  teating  and  abatement  would  fall  to  the  seller  of  the  FHA-lnsured 
property.  This  may  cause  sellers  not  to  sell  to  parties  who  require  FHA  mortgage 
insurance  on  their  loana.  The  large  numbers  of  famlliea  who  cannot  afford  the 
downpayment  required  for  conventional  loans  and  those  who  cannot  meet  private 
mortgage  Insurance  underwriting  requlremenU  may  be  excluded  from  homeownershlp. 
The  clear  purpoae  of  PHA  Insuranee-to  help  such  potential  homeowners-could  be 
defeated,  and  tasting  requirements  eould  effectively  stop  the  program. 
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MBA  believes  that  any  legislatively  mandated  requirements  for  the  removal  of  lead-based 
paint  should  be  narrowly  targeted  toward  those  HUD-assisted  multifamily  housing  projects 
that  pose  the  greatest  hazards  of  lead-based  paint  consumption  by  families.  Strict 
standards  for  the  homeownership  insurance  programs  are  inapi>ropriate,  because 
homeowners  have  a  much  greater  incentive  and  ability  to  maintain  their  homes  in  such  a 
way  that  the  hazards  presented  by  lead  paint  are  minimized. 

RELATED  HOUSING  AMD  BUDGET  LEOBLATIOH 

In  addition  to  those  provbions  in  HR  4  discussed  above,  MBA  has  concerns  that  relate  to 
other  housing  and  budget  legislative  issues  which  would  impact  upon  the  Federal  mortgage 
credit  programs.  These  issues  are  discussed  in  detail  below. 

Real  Estate  Mortgage  Investment  Conduits  (REMICs) 

The  Tax  Reform  Act  of  1986  includes  a  set  of  streamlined  provteions  governing  the 
issuance  of  multiple-class  mortgage-backed  securities  through  Real  Estate  Mortgage 
Investment  Conduits,  or  REMICs.  These  provisions  clarify  the  tax  laws  by  permitting,  on 
an  elective  basis,  substantially  greater  flexibility  in  the  use  of  traditional  mortgage- 
backed  securities. 

When  this  legislation  was  being  considered  by  Congress,  certain  issues  arose  as  to  the 
level  of  participation  FNMA  and  FHLMC  would  enjoy  in  the  new  securities  vehicle.  After 
lengthy  discussions  in  the  Senate  Finance  Committee,  House  Ways  and  Means  Committee, 
and  in  conference,  this  issue  was  resolved  by  allowing  both  FMNA  and  FHLMC  to 
participate  fully,  both  as  issuers  and  in  allowing  their  securities  to  bt  used  as  underlying 
collateral,  in  REMIC  transactions. 

On  November  17,  1986,  the  Treasury  Department  signed  FNMA*s  request  to  issue  REMIC 
securities.  On  January  21, 1987,  FNMA  submitted  to  HUD  a  program  description  whereby 
FNMA  would  issue  REMICs  backed  by  conventional  loans.  In  a  letter  dated  March  5, 1987, 
Secretary  Pierce  informed  Chairman  Gonzalez  that  HUD  was  delaying  its  decision  on 
FNMA's  submission  for  an  additional  45  days. 

MBA  strongly  supports  the  full  participation  of  FNMA  and  FHLMC  in  REMIC  transactions. 
MBA  beUeves  that  the  full  participation  of  FNMA  and  FHLMC  in  multiple-class  securities 
transactions  would  serve  to  expand  the  development  of  the  secondary  mortgage  market, 
rather  than  inhibit  private  entries.  The  passage  of  these  initiatives  will  introduce  a  new 
era  in  mortgage  finance,  similar  to  the  early  1970s.  The  federal^  sponsored 
instrumentalities  will  serve  as  a  catalyst  to  these  developing  markets,  as  their  presence 
would  provide  the  standardization  and  volume  that  is  necessary  for  multiple-class  MBSs  to 
attract  substantial  investor  interest.  Those  two  factors  are  necessary  to  ensure  that  the 
products  offered  will  be  liquid  and  marketable. 

Furthermore,  the  full  participation  of  FNMA  and  FHLMC  in  all  geographic  markets  and 
during  all  economic  cycles  will  add  much-needed  stability  to  the  marketplace  and,  thus, 
will  serve  as  a  continuing  presence  that  investors  may  use  as  a  t>enchmark  against  which 
to  Judge  privately  backed  issuances.  This  stability  wiU  still  allow  experimental  and 
custom-tailored  multiple-class  securities  to  be  marketed  successfully.  But  the  market 
will  be  able  to  judge  offerings  against  a  standardized  version. 

The  presence  of  FNMA  and  FHLMC  has  not  impeded  the  advance  of  private  entities  into 
the  secondary  market  arena,  and  their  full  participation,  both  as  issuers  of  multiple-class 
securities  and  by  permitting  their  MBSs  to  be  used  as  underlying  collateral,  should  not  l>e 
excluded  from  the  markets  they  have  worked  diligently  to  develop. 

Erpired  Interest  Rate  Commitments  and  Delayed  Closings 

There  is  no  historical  precedent  for  the  nnortgage  volume  experienced  during  1986  largely 
due  to  the  deep  drop  in  mortgage  interest  rates  that  year.  While  lenders  have  experienced 
high  volume  periods  at  previous  times,  historically,  applications  have  generally  not  taken 
more  than  60  days  to  process  for  settlement.  Thus  lenders  were  not  willfully  misleading 
their  customers  when  they  quoted  interest  rates  for  60-day  periods,  but  rather  were  just 
as  surprised  as  consumers  by  the  onslaught  of  activity  and  the  resulting  delays, 
particularly  in  obtaining  appraisals  and  credit  reports. 

It  is  extremely  unfortunate  that  because  of  this  volume  in  loan  applications,  delays  in 
processing  caused  some  borrowers  to  miss  closing  dates,  which  resulted  in  some  cases  in 
their  having  to  pay  a  higher  mortgage  rate  or  additional  discount  points  because  the 
commitment  from  their  lender  has  nm  its  course. 
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It  would  have  b«en  txtrtmely  difficult,  if  not  impotiible,  for  the  mortgage  lending 
Industry  to  have  anticipated  this  demand  accurately  enough  to  Justify  staffing  at  a  level 
sufficient  to  handle  the  demand  that  occurred.  Mortgage  lender*  are  only  part  of  the 
system.  It  would  not  hsve  made  good  business  sense  to  hire  sdditional  processing  staff  if 
there  had  not  been  a  corresponding  increase  in  the  personnel  of  title  companies  or  credit 
reporting  agencies,  or  in  the  number  of  Independent  appraisers  or  closing  attorneys. 

The  mortgage  banking  industry  is  coping  with  the  issue  of  commitments  now  thst  the 
industry  understands  and  l(nows  that  the  bacldogs  are  requiring  lengthier  processing  times. 
Therefore,  this  situation  should  be  viewed  as  a  temporary,  unforeseeable  problem  that  is 
now  being  adequately  and  responsibly  addressed.  The  lending  industry  has  committed 
significant  resources  and  funds  to  train  new  personnel  and  pay  for  overtime  for  existing 
personnel  to  cope  with  the  volume. 

MBA,  together  with  the  Federal  Reserve  Board  and  the  Federal  Home  Loan  Buik  Board 
(FHLBB),  is  currently  in  the  process  of  developing  a  consumer  brochure  that  will  educate 
prospective  borrowers  about  the  loan  application  process,  with  particular  emphasis  on 
interest  rate  commitment  procedures.  The  brochure  will  also  explain  ways  in  which 
consumers  can  help  expedite  the  processing  of  their  loans.  It  Is  expected  this  consumer 
brochure  will  be  available  to  the  public  some  time  this  summer. 

MBA  strongly  believes  that  legislation  is  not  necessary,  because  the  problem  of  lapeed 
commitments  wu  a  temporary  one  that  wu  solely  the  result  of  high  volume.  In  1986, 
lenders  toolc  applications  at  nearly  triple  the  customary  volume.  With  this  unprecedented 
level  of  volume,  bacldogs  were  Inevitable)  yet,  predletlng  thoee  delays  wu  Impoesible 
because  Interest  rates  decreased  relatively  rapidly. 

If  there  was  any  indication  that  breached  commitments  were  a  commonplace  occurrence 
outside  the  atypical  conditions  the  marlcet  experienced  last  spring,  then  there  could  be  a 
Justification  for  Congressional  review  In  this  area.  However,  MBA  Is  strongly  opposed  to 
legislation  at  this  time,  because  we  believe  that  such  legislation  would  be  an  excessive 
regulatory  response  to  a  highly  unusual  situation  where  there  has  not  been  an  ample 
demonatratlon  of  abusive  industry  practices  under  ordinary  marlcet  conditions. 

Inoref  In  Mortgage  UmiU  for  Multifamilv  ProJeoU  in  Hteh  Cost  ArsM 

MBA  supporU  legisUtlon  that  would  allow  the  HUD  Secretary  to  raise  the  mortgage  UmlU 
for  multifamlly  proJeoU  by  specified  percentages  In  high  cost  areas.  We  believe  any 
Inoreaaes  should  be  reflective  of  the  marlcet  reality  of  rising  multifamlly  development 
costs  and  should  help  provide  adequate  financing  needed  to  increase  supplies  of 
multifamlly  housing. 

Increasing  the  Maximum  Mortgage  Amount  for  FHA 

MBA  supports  an  increase  In  the  maximum  allowable  mortgage  amount  for  FHA. 
Currently,  the  FHA  maximum  mortgage  amount  Is  set  at  $67,500,  with  a  high-cost 
aUowanoe  for  certain  designated  areas  that  rangea  up  to  a  maximum  amount  of  $90,000. 
In  many  areas,  the  applicable  maximum  allowable  mortgage  amount  for  FHA  does  not 
reflect  the  realities  of  the  housing  marlcetplace.  Ilw  maximum  mortgage  amount  has  not 
been  adjusted  since  1979. 

FHA  primarily  serves  moderate-  to  middle-income  homebuyers.  In  thoee  areu  where  the 
maximum  amount  is  insufficient,  homebuyers  who  might  otherwise  rely  on  the  low- 
downpayment  FHA  programs  are  deprived  of  this  available  financing  vehicle. 

Home  Mortgage  Disclosure  Act 

HR  29,  the  "Home  Mortgage  Disclosure  Act  Amendments  of  1987,"  wu  introduced  by 
Committee  Chairman  8t  Qermain  and  referred  to  this  Committee.  Section  2  of  HR  29 
would  extend  coverage  of  the  Home  Mortgage  Discloeure  Act  (HMDA)  to  activities  of  the 
"mortgage  banldng  subsidiary  of  a  banlc  holding  company,  savings  and  loan  holding 
company,  or  savings  and  loan  service  corporation  that  originates  or  purchases  mortgage 


MBA  strongly  opposes  any  legislation  that  would  extend  the  coverage  of  HMDA  to  include 
the  mortgage  banking  company  subsidiaries  of  banlc  holding  companies,  savings  and  loan 
holding  companies,  and  savings  and  loan  service  corporations. 

The  expansion  of  HMDA  to  non-chartered,  non-insured  lutitutlons,  such  u  the  mortgage 
banking  subsidiaries  of  bank  holding  companies,  would  be  overly  burdensome  and  an 
Inappropriate  expansion  of  HMDA*s  original  Intent,  which  wu  to  provide  a  deU  base  for 
the  evaluation  of  branch  appUcatlcnt  for  depoeit-takbig  financial  institutions  that  are 
subject  to  the  Community  Reinvestment  Act 
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Mortgage  banking  firms  do  not  take  In  consumer  deposits.  Many  mortgage  twnking 
companies  operate  nationwide,  potentially  making  loans  in  every  one  of  the  more  than  300 
metropolitan  statistical  areas  (MS As)  in  the  country,  with  branch  offices  in  many  states. 
The  expense  of  collecting,  collating,  and  displaying  lending  activity  by  geographical  areas 
expands  exponentially  for  mortgage  companies  under  the  one-branch-per-MSA  rule  of 
HMDA,  compared  with  the  community  oriented,  chartered  and  insured,  deposit-taking 
institution  that  HMDA  was  designed  to  monitor. 

Authority  of  FNMA  and  FHLMC  to  Purchase  Second  Mortgage  Loans 

The  authority  of  FNMA  and  FHLMC  to  purchase  second  mortgage  loans  expires  September 
30,  1987.  MBA  supports  legislation  that  would  extend  permanently  the  authority  of  these 
sec<Midary  mortgage  market  agencies  to  purchase  second  mortgage  loans.  Due  to  the 
elimination  of  many  interest  deductions  as  a  result  of  the  Tax  Reform  Act  of  1986  (P.L. 
99-514),  it  is  expected  that  second  mortgage  loans,  because  they  are  secured  by  a 
residence  and  could  thus  be  eligible  for  an  interest  deduction,  will  become  very  popular 
for  many  Americans  in  carrying  out  their  financing  needs.  The  continued  ability  of  FNMA 
and  FHLMC  to  purchase  these  loans  is  crucial  to  the  liquidity  of  thte  product,  and  will 
serve  to  lower  interest  rates  generally  for  home  improvement  and  other  loans  where  the 
borrower's  home  serves  as  security  for  the  loan's  repayment. 

Privatization  of  FNMA  and  FHLMC 

A  theme  that  reemerges  in  the  Administration's  FY  1988  budget  proposal  b  the  call  to 
study  "ways  of  privatizing"  FNMA  and  FHLMC.  Further  details  about  how  to  accomplish 
this  objective,  or  even  why  it  is  an  objective,  are  not  provided.  But  the  Administration's 
budget  does  propose  to  limit  the  maximum  mortgage  that  FNMA  or  FHLMC  may 
purchase.  The  proposal  calls  for  a  freeze  at  the  current  limit  of  $153,100  and  a  rolB>ack 
that  would  be  by  city  or  region  to  set  the  limit  at  the  lesser  of  $153,100  or  the  "top 
quartile  of  the  home  loan  distribution  in  any  housing  market." 

MBA  strongly  opposes  targeting  of  FNMA  and  FHLMC  mortgage  loan  purchases.  These 
mortgage  purchase  limits  are  set  annually  according  to  a  survey  conducted  by  the  FHLBB, 
which  measures  changes  in  the  average  price  of  single-famity  homes  purchased  with 
conventional  mortgage  loans  during  the  preceding  12-month  period.  MBA's  Economics 
Department  recently  conducted  a  study  concerning  the  accuracy  of  this  index,  and 
concluded  that  there  is  nothing  about  the  FHLBB  sampling  methodology  which  suggests 
that  the  estimates  of  purchase  prices  used  in  the  survey  are  not  representative  of  the 
actual  price  of  single-family  homes  purchased  through  conventional  loans.  Moreover, 
given  the  fact  that  the  FNMA  and  FHLMC  purchase  limits  apply  to  conventional  loans, 
the  FHLBB  survey  is  most  appropriate  because  it  is  based  on  a  sample  of  homes  purchased 
with  conventional  loans,  whereas  alternative  surveys  are  based  on  samples  of  all  homes 
purchased,  regardless  of  the  type  of  financing  involved. 

Federal  Credit  Budget  Reform 

The  Administration's  budget  includes  plans  to  send  to  Congress  a  (H^)posal  to  establish 
dramatic  new  Federal  credit  program  restrictions.  The  alleged  purpose  of  this  legislation 
is  to  consolidate  management  of  all  Federal  credit  and  direct  loan  programs  within  the 
U.S.  Treasury,  to  deauthorize  the  Federal  Financing  Bank  (FFB)  functions,  and  to  impose 
controls  that  will  limit  the  role  of  Federal  credit  programs.  Although  the  fuU  details  of 
that  plan  have  yet  to  be  made  public,  its  general  intent  is  clear— quantification  of  the 
"implicit  subsidy"  for  Federal  guaranteed  and  direct  loan  programs,  and  sharp  restrictions 
on  use  of  Federal  credit  programs. 

A  Federal  Credit  Program  Revolving  Fund  (the  Fund)  would  take  on  FFB's  current  role  as 
the  "traffic  cop"  for  funding  federally  backed  direct  and  guaranteed  loans,  as  well  as 
assuming  additional  "management"  functions,  which  include  measuring  program  "subsidy" 
costs,  collecting  credit  program  data,  and  improving  debt  collection  practices.  The  Fund 
would  assess  fees  for  each  program,  would  establish  and  maintain  reserves  for  payment  of 
claims  and  losses,  and  would  sell  or  reinsure  loans  and  guaranties  where  Treasury 
determines  it  appropriate.  Credit  program  policies  and  eligibility  guidelines  would  remain 
within  the  jurisdiction  of  agencies  currently  operating  credit  programs.  Finally,  the 
proposal  provides  that  appropriations  acts  would  not  only  have  to  establish  credit  budget 
program  limits,  but  would  also  have  to  contain  a  line  item  "appropriating"  the  'Subsidy" 
attached  to  each  program.  This  estimated  fee  would  actually  be  paid  into  the  Fund  and 
recorded  in  the  budget  account  of  the  originating  agency. 

The  proposal  covers  all  loans,  credit  guaranty,  and  direct  loan  programs  of  Federal 
agencies  and  entities  partially  or  wholly  owned  by  the  government.  Thb  would  cover 
mortgage  credit  activities  of  the  VA,  FHA,  and  GNMA.  FNMA  and  FHLMC  are  not 
expected  to  fall  within  the  purview  of  this  proposaL 
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Tht  Offlot  of  Mantgemtnt  and  Budgtt  (0MB)  hif  tlr«t4y  Mtlmated  tht  prtMnt  value  of 
thtat  "tubalditt"  at  l.S  paretnt  for  FHA,  1.9  ptroent  for  GNMA,  and  6.3  pweent  for  VA. 
At  stattd  in  the  budget,  thete  figures  measure  "the  value  of  the  subsidy  to  the  borrower, 
not  the  cost  of  the  subsidy  to  the  Government.  It  would  be  inappropriate  to  use  suoh  a 
cost  to  Government  basis  for  ealoulating  eeonomlo  subsidies,  slnee  it  would  not  measure 
the  cost  of  the  loan  guaranty  to  the  economy."  (Soureet  Special  Analysest  Budget  of  the 
United  States  Government,"  Page  P-37.) 

The  original  Congressional  intent  behind  creation  of  the  FHA,  VA,  and  GNMA  programs 
was  to  foster  homeownership  opportunities  by  enhancing  the  affordability  and  availability 
of  mortgage  credit  via  the  Federal  guaranty.  Thua^  to  allow  the  U.8.  Treasury  to  quantity 
this  "implicit  subsidy"  and  collect  that  quantified  amount  f^om  borrowers  virtually  undoes 
the  benefit  offered  by  these  programs.  If  this  proposal  Is  adopted,  the  only  poaltive 
features  of  these  programs  that  would  subsequently  remain  would  be  the  low- 
downpayment  (FHA)  or  no-downpayment  (VA)  requirements,  free  assumability,  and 
somewhat  more  liberal  underwriting  guidelines. 

The  real  benefit  enjoyed  under  these  programs  is  not  a  subsidy,  but  the  capital  marlcet 
efficiency  of  the  GNMA  security,  and  the  standardization  offered  by  the  underlying  FHA 
and  VA  loan  Instruments.  The  non-subsidized  FHA  mortgage  Insurance  program  has 
created  an  atmosphere  encouraging  a  continued  source  of  private  mortgage  credit  for 
low-downpayment,  fixed-rate  loans  to  homebuyers.  The  GNMA-MBS  program  ensures 
ready  placement  in  the  secondary  market  for  FHA  and  VA  loans.  In  effect,  the  existence 
of  the  GNMA-MBS  program  allows  the  individual  consumer  the  same  access  to  the  credit 
markets  as  large  corporate  borrowers  and  the  government. 

MBA  believes  that  this  proposal  is  the  proverbial  wolf  disguised  In  sheep's  clothing.  Under 
the  guise  of  "credit  management,"  this  proposal  will  require  borrowers  to  pay  a  user  tax 
for  the  "implicit  subsidy"  attached  by  Treasury  to  a  particular  Federal  credit  program. 

Housing  programs  (FHA,  VA,  and  GNMA)  represented  80  percent  of  the  guaranteed  loan 
commitments  in  1986.  The  FHA  and  GNMA  programs,  as  well  as  a  number  of 
miscellaneous,  non-housing,  guaranteed  loan  programs  fall  under  the  jurisdiction  of  the 
Banking  Committee.  Because  these  credit  management  concepts  would  fundamentally 
alter  the  character  and  direction  of  these  programs,  It  is  essential  that  the  Committees  of 
Jurisdiction  have  a  say  in  the  progress  of  potential  legislation.  Therefore,  MBA  will  be 
seeking  Joint  referral  to  the  Banking  Committee,  as  well  u  to  the  Budget  or  Government 
Operations  Committees. 

THE  ADMINISTRATION'S  FY  1988  BUDGET  PROPOSAL 

MBA  is  deeply  concerned  by  provisions  In  the  Administration's  FY  1988  budget  proposal 
that  call  for  the  Imposition  of  increased  user  fees  and  other  serious  restraints  on  an  array 
of  Federal  mortgage  credit  programs  operated  by  the  FHA,  GNMA,  FNMA,  and  FHLMC. 

Specifically,  the  Administration's  Budgets 

—  Introduces  for  GNMA  an  Increase  in  the  mortgage-backed  securities  (MBS) 
guaranty  fee  from  6  to  10  basis  points,  effective  March  1,  1987.  As  mentioned, 
this  Increase  was  Imposed  administratively  on  March  1.  However,  on  March  6, 
1987,  HUD  Secretary  Samuel  Pierce,  Jr.,  ordered  GNMA  to  roll  back  this 
increase.  Also,  as  mentioned,  HR  1056,  which  was  recently  passed  by  both  the 
House  and  Senate,  places  a  6  basis  point  cap  on  the  GNMA  guaranty  fee. 

—  Estimates  an  Increase  In  the  FHA  mortgage  insurance  premium  from  the  present 
3.8  percent  to  5  percent,  to  be  Implemented  by  July  1,  1987.  Unless  Congress 
enacts  a  prohibition,  this  Increase  can  be  Implemented  administratively.  Also 
for  FHA,  the  budget  envisions  restricting  the  program  to  primary  residences, 
Increasing  downpayment  requirements  for  borrowers  with  Incomes  over  $40,000, 
and  prohibiting  flnonclng  of  closing  costs. 

—  Proposes,  vaguely,  "studying  ways  of  privatising"  FNMA  and  FHLMC,  and 
specifically  proposes  to  freese  and  roll  back  the  maximum  mortgage  purchase 
limits.  The  proposed  limit  would  be  the  lesser  of  $153,100,  which  would  become 
a  permanent  celling,  or  an  amount  calculated  on  areawlde  or  regional  bases 
reflecting  the  "top  quartlle  of  the  home  loan  distribution  In  any  housing  msrket." 

These  Federal  mortgage  credit  programs  are  not  spending  progrsms.  MBA  and  Its 
members  have  supported  the  payment  of  adequate  fees  to  cover  operational  costs  of  all 
the  Federal  houaing  programs,  except  the  VA  loan,  which  is  considered  an  entitlement. 
Current  fees  are  already  providing  operating  profits. 
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As  mentioned,  MBA  is  alarmed  at  the  Administration's  proposals  to  tax  the  Federal 
housing  programs  under  the  guise  of  user  fees  without  any  suggestion  that  the  fees  are 
based  on  the  actual  risks  inherent  in  insuring  or  guaranteeing  the  mortgages  on  low-, 
moderate-,  and  middle-income  housing.  For  six  years  now,  the  Administration  has  been 
trying  to  cripple  or  eliminate  those  self-supporting  programs,  and  for  six  years.  Congress 
has  said  no.  The  country,  and  particularly  the  horoebuyer,  have  become  dependent  on 
Congress  for  positive  leadership  in  housing  matters. 

MBA  wiU  continue  its  fight  against  budget  and  other  proposals  put  forth  by  the 
Administration  the  result  of  which  would  be  to  gel  the  Federal  govern.-nent  out  of  housing. 
We  are  grateful  to  Congress  for  its  support  in  helping  to  fight  anti-housing  proposals  in 
the  past,  and  look  forward  to  working  with  Congress  to  continue  the  fight  in  the  future. 

HATIOHAL  HOUSING  POUCT 

MBA  believes  it  is  time  for  an  in-^epth  re-examination  of  this  country's  national  housing 
policies  and  priorities,  particularly  in  light  of  the  attempts  by  the  current  Administration, 
and  particularly  0MB,  to  get  the  Federal  government  out  of  the  business  of  providing 
credit  support  to  homebuyers. 

MBA  is  in  the  process  of  formulating  what  we  believe  will  be  a  cohesive  statement  on  the 
goals,  principles,  and  programs  which  should  t>e  embodied  in  national  housing  policy.  To 
this  end,  we  have  just  published  a  booklet,  dated  February  1987,  entitled  "Preserving  and 
Building  the  American  Dream:  An  Agenda  for  National  Housing  Policy."  We  are  hopeful 
that  the  ideas  expressed  in  this  booklet,  which  include  what  we  believe  the  Federal 
government's  commitment  to  housing  should  be,  will  help  contribute  to  the  establishment 
and  implementati<Mi  of  a  national  housing  policy. 

We  believe  that  a  strong  national  housing  sector  te  vital  to  our  country.  Yet,  in  the  last 
decade,  homeownership  rates  have  dropped  dramatically,  especially  among  young  families. 
From  1975  to  1985,  the  homeownership  rate  in  the  25-29  year  age  group  dropped  from  43 
percent  to  37  percent,  and  for  the  30-34  year  age  groups  the  rate  dropped  fh>m  62  percent 
to  53  percent. 

The  Nation's  housing  policy  should  focus  on  this  fact,  and  the  fact  that  the  Federal 
mortgage  credit  programs  can  contribute  greatly  to  making  Americans  the  best  housed 
people  the  world.  These  programs  have  changed  this  country  from  a  land  of  renters  to  a 
land  of  homeowners.  They  should  be  the  foundation  of  a  policy  geared  toward  furthering 
the  availability  and  affordability  of  decent  housing.  We  should  maintain  broad-based 
opportunities  for  homeownership,  and  other  housing  alternatives,  to  assure  that  no  one  in 
America  has  to  live  in  inadequate  shelter  or  has  to  pay  a  disproportionate  share  of  income 
to  have  decent  housing. 

Affordability  of  decent  housing  is  a  problem  for  many  Americans.  Few  low-income 
families  can  afford  to  purchase  a  home;  and  they  face  limited  opportunities  for  attaining 
decent,  affordable  rental  housing.  For  a  wider  range  of  Americans,  including  moderate- 
income  families,  serious  affordability  problems  emerge  when  downpaymenta  are  high, 
market  interest  rates  are  high,  or  the  economy  is  in  a  weakened  state. 

The  Federal  government  has  a  responsibility  to  maintain  and  improve  the  affordability  of 
housing  for  all  its  citizens,  using  the  most  cost-effective  means.  FHA,  VA,  GNMA, 
FNMA,  and  FHLMC  provide  just  such  cost-effective  programs  and  are  critical  to 
continuing  the  opportunities  for  American  families  to  buy  a  home.  For  those  who  cannot 
own  a  house  or  do  not  choose  to,  the  government  has  the  responsibility  of  assuring  that 
decent,  affordable  rental  housing  is  available  and  accessible  for  all  families  and 
individuals. 

Housing  policy,  in  order  to  be  cohesive  and  effective,  should  be  guided  by  a  framework  of 
basic  principles.   We  believe  those  principles  should  include: 

—  A  commitment  to  the  achievement  of  the  opportunity  for  every  individual  in 
America  to  have  decent  shelter  at  an  affordable  price  or  rental  rate. 

—  A  conviction  that  homeownership  should  be  the  cornerstone  of  American  housing 
policy.  Homeownership  provides  opportunities  as  varied  as  the  American  people 
themselves.  It  provides  the  ultimate  opportunity  for  independence, 
individualism,  self-expression,  and  a  sense  of  fulfillment.  Homeownership  gets 
people  involved  in  their  community,  its  government,  and  in  the  private  property 
system— it  builds  good  citizens.  Homeownership  provides  a  place  of  security  and 
sense  of  belonging  that  forges  stability  and  solid  family  ties. 
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Septrtte  but  not  apart  from  the  Administration's  efforts,  the 
Department  of  Housing  and  Urban  Development  (HUD)  has  made  numerous 
legislative/regulatory  proposals  through  Its  budget  process  which  would  alter 
fundamental  aspects  of  the  FHA  program  and  thereby,  further  restrict  and 
reduce  the  participation  class  of  FHA  borrowers.  In  particular,  HUD's  FYSS 
budget  proposal  recommends  the  following  FHA  program  changes: 

o  Require  customary  closing  costs  (which  have  traditionally  been 
permitted  to  be  financed  with  the  loan)  to  be  paid  up-front  and  in 
cash; 

0  Remove  the  cap  for  both  the  1  percent  lender's  loan  origination  fee 
and  any  post  endorsement  fees  (such  as  the  new  assumption  credit 
report  fee  which  currently  has  a  $500  celling); 

o  Institute  conventional  market  underwriting  standards  into  the  FHA 
program  (such  as  changing  the  current  FHA  debt-to-income  ratio  of 
38/53  to  a  ratio  which  closer  approximates  the  conventional 
debt-to-income  ratio  of  31/39) 

0  Increase  to  a  flat  5  percent  the  downpayment  for  FHA  borrowers  with 
incomes  over  $40,000;  and 

0  Limit  eligibility  in  the  FHA  single-family  insurance  program  to 

buyers  of  primary  residences  (which  would  mean  an  elimination  of  the 
FHA's  investor  and  second  home  programs). 
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As  with  last  year's  HUD  FHA  program  changes,  all  of  the  proposals  I 
have  Just  mentioned  will  work  in  concert  to  "chip  away"  at  the  FHA 
participation  pool  affecting  both  low-  and  moderate-income  brackets.  In  turn, 
this  reduced  usage  will  debilitate  the  program  and  thus,  will  likely  further 
the  Administration's  goal  to  phase  out  the  FHA  program. 

Recognizing  that  Congress  continues  to  authorize  and  monitor  these 
housing  credit  programs,  we  urge  that  you  take  time  to  reconsider  the  broader 
policy  issue  of  the  federal  government's  role  in  these  programs.  Towards  this 
objective,  we  would  support  Congressional  efforts  to  develop  a  formal  national 
housing  policy. 

^    The  NATIONAL  ASSOCIATION  OF  REALTORS*  fully  supports  our  nation's  fair 
housing  laws.  We  also  recognize  the  use  of  the  enforcement  tool  of  testing  if 
^  the  use  of  such  tools  is  based  upon  reasonable  and  objective  standards. 

Herein  lies  the  basis  of  our  ongoing  concern  with  the  Fair  Housing  Initiatives 
Program  since  it  was  first  introduced  as  part  of  HUD's  fiscal  year  1986  budget 
request. 

With  this  new  program  the  Association  became  concerned  that  for  the 
first  time  direct  federal  funds  would  be  used  to  support  testing  of  real 
estate  practitioners  by  private  self-appointed  fair  housing  organizations 
without  any  procedural  safeguards  or  guidelines. 

For  all  of  1985  and  into  1986,  the  NATIONAL  ASSOCIATION  OF  REALTORS© 
opposed  the  authorization  of  FHIP  because  of  this  absence  of  any  standards  by 
which  the  testing  component  of  FHIP  would  be  implemented. 
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In  ttrly  1986,  at  the  behest  of  House  and  Senate  Banking  Committee 
leaders,  NAR  began  discussions  with  HUD  in  order  to  seek  an  agreement  on 
FHIP.  After  6  weeks  of  solid  discussions,  HUD  and  NAR  President  Clark  Wallace 
signed  an  agreement  which  placed  NAR's  support  behind  the  FHIP  program.  At 
the  same  time,  HUD  and  NAR  worked  out  a  fair  and  balanced  set  of  testing 
guidelines,  which  were  approved  after  considerable  debate  by  NAR's  Board  of 
Directors  in  Nay  of  1986.  These  guidelines  assure  fair  play  by  both  sides. 
They  also  assure  that  federal  funds  are  disbursed  to  trained  qualified  testers 
and  that  the  funds  will  be  spent  on  authorised  activities. 

Secretary  Pierce  of  the  Department  of  Housing  and  Urban  Development  has 
agreed  to  go  forward  with  regulations  based  on  these  guidelines  as  part  of  the 
testing  program,  and  has  given  his  assurance  that  the  guidelines  will  govern 
both  funding  and  program  performance  under  the  testing  portion  of  the  Fair 
Housing  Initiatives  Program. 

Though  the  NAR  Board  of  Directors  prefers  that  the  guidelines  be 
included  in  the  statutory  language  authorizing  FHIP,  the  Board  Just  last  month 
agreed  to  a  FHIP  program  which  simultaneously  "sunsets"  both  the  program  and 
the  guidelines.  It  is  eminently  fair,  Mr.  Chairman,  that  a  program  of  so 
controversial  a  nature  be  looked  at  by  this  Committee  in  the  light  of 
experience.  The  current  Senate  Committee  bill  calls  for  a  demonstration 
progrsm  which  Issts  until  September  30,  1989  and  then  is  subject  to  review  as 
sre  the  guidelines  which  accompany  it.  This  appears  to  us  to  be  s  solid  step 
in  the  direction  of  fair  enforcement  procedures,  and  represents  a  considersble 
concession  by  the  NATIONAL  ASSOCIATION  OF  REALTORS*. 
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We  belleye  that  such  a  dual  reviev  of  the  FHIP  program  and  the 
guidelines  will  proye  useful  to  the  Congressional  debate  surrounding  the 
guidelines.  By  allowing  the  FHIP  program  and  the  guidelines  to  be  a  pilot 
effort  then  you,  the  Congress,  can  determine  whether  or  not  the  guidelines 
proved  effective  for  responsible  testing  programs. 

As  real  estate  practitioners,  our  position  on  FHIP  has  always  been 
premised  on  the  belief  that  we  should  be  afforded  the  same  kinds  of 
protections  that  others  in  our  society  receive.  We  have  the  same  aversion  and 
sensitivity  to  being  prejudged  as  *'guilty**  of  violating  the  law  as  any  federal 
employee  possibly  prejudged  through  testing  as  a  drug  abuser  or  a  private 
business  organization  whose  employees  would  be  required  to  take  polygraph 
tests  without  any  showing  of  cause  or  complaint.  Are  those  being  tested  at 
risk  without  even  the  allegation  of  a  wrongdoing?  Are  the  testing  procedures 
fair?  Are  the  testers  independent  and  qualified?  The  proposal  we  recomnend 
would  aid  in  producing  the  right  answers  in  the  interest  of  all  concerned  and 
involved. 

In  conclusion,  I  would  like  to  direct  your  attention  to  our  written 
testimony  which  contains  a  more  detailed  review  of  specific  housing  issues 
which  are  of  concern  to  the  housing  industry  and  more  specifically,  our 
membership.  Thank  you  for  giving  me  the  opportunity  to  testify.  I  will  be 
happy  to  answer  questions  you  may  have. 
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NATIONAL  ASSOCIATION  OF  REALTORS' 

THE  WORUyS  LARGEST  TRADE  ASSOCIATION 


TO:  SUBOCMfnTEE  ON  HOUSINQ  MO  OGMUHTY  OEVEDOnCUr 

HCXJSE  BANKING,  FINMCE  AtO  URBAN  AFTAIFS  GOMOTIBE 

QNt  HOUSING  ISSUES 

BY:  NESTOR  R.  WEIGAM),  JR. ,  PRESIEENIHSEECT 

noZ:  MRCH  12,  1987  (Writtan  Testiinony) 
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■tnPMiL  iaHmmai  gf  wALToaa* 


Mi  Am  cpygmrniT  PEVELOfWEffi 

SI 


imcH  u.  isu 


UlWiWCIiOi 

Mr.  Chairaaa,  aqr  name  is  Nestor  S.  Weigaxui,  Jr.  I  am  a  BSALTOBt  from 
VicUta,  Kansas,  and  will  senrs  as  President  of  the  lULTIORAL  A8S0CIATI0R  OF 
1EALT0K5#  In  19»a.  On  behalf  of  the  more  than  775,000  members  of  our 
ASSOCIATIOH,  Z  vant  to  thank  yon  and  the  msmbers  of  your  Subcommittee  for  the 
opportunity  to  present  onr  Tievs  on  hensing  issues  and  future  housinc 
legislation. 

Orer  the  past  six  years,  the  RAnORAL  ASSOCIATION  OF  RSALTOSS«  has 
rdvleved,  uiAlyied  and  comentid  upon  «  nulctt^df  of  dungsv  tbla 
Admlnlfltratlon  baa  propoa«iJ  remrdlni  tbe  varlouH  ftdaral  houaing  credit 
prQfruu.  W*  4rt  here  toda?  to,  oaci  aftalu,  uprua  our  cimcvnis  about  the 
relentleaa,  piflccneml  mppromch  of  thi  Ajdmlnlatrai  ion  to  dlsnaAtle  these 
proaTuu^   It  appcATs  cTldant  tlut  the  AdnlaistTatlon  will  codtitme  Its 
■  rfortfl  to  jrrlTatlze  these  fedenl  fTD«ruiB  In  aider  to  further  Ita  objective 
of   reducing  cha  federal  £<iT£niAeat' s  role  In  houaln«.  In  Jtefrplne  vith  the 
efforta  of  the  HatlOEuL  Adfloclactoa  of  Home  Builders,  the  Hqrt£AK#  SuLkftrB 
Aaaoelfltlon  atid  this  ASSOCUTIOW,  we  believe  chat  It  la  inperativa  that 
Consreaa  develop  a  formal  KATIOJtAL  Pp03Iiq  PQIi]^  In  «ider  to  provide  a 
reaaoned  fraiaework  In  Vhlch  to  aildreaa  cMa  n4tlon'a  houalnA  needa   Our 
members  are  of  the  atroa«  opiaioQ  that  there  coatinuea  to  be  a  vary  naeaaaajy 
role  for  the  federal  government  to  play  in  housing,  and  are  convinced  that  Uis 
American  public  would  agree. 

IBB  ABtmHSTBAnQB'S  m9gg  BUDfln  rMPPSALg 

"ggcr  rggg" 

Aa  part  of  the  deficit  raductlon  (^avpalgDr  the  Preaid;jnt's  FY1986  and 
FY1987  hudget  propaaaXa  tncludcd  "ua«r  ffte"  provlalonB  affeccliig  the  federal 
Qouslns  Admlnlat rati OIL  (FRA)   the  Vetcrona  Adalai strati on  Home  loon  Cu^ronty 
Fro£ram  <VA)   Che  Sovemjnent  hatioaal  Hortge^e  Aa  so  elation  GHttA?   the  Federal 
Htclooal  Mortgage  Adaoclatlon  (FHHA)  th«  Fe4«ra.l  Hone  L0411  Korti>  ^e 
Corporation  C^SLrtC)  abd  ch*  Federal  Bone  Loan  SanJc  5yatem  {FHLP;,  In  moat 
inatancea,  theae  '^uaer  feea"  vera  oat  needed  to  aid  the  financial  atabiXlty  of 
the  raapactlvfl  thauranca  fund  a  or  the  prograiiLB  theBuelvea   Fur  the  mere,  th« 
propoaad  faas  vera  aaCixLaCed  Co  hava  a  Btinlsal  effect,  at  beat  en  the 
□atlenal  deflrlt.  Hovaver     the a a  "uaer  fee"  previa iona  had  been  Lopoaed, 
thay  VDttld  b4ve  had  a  dramatic  negative  Impact  on  the  part  lei  pat  Ion  and  use  of 
tha  prograiaa  Tsy  the  hooiehuying  public,  tiependlna  npcn  the  type  of  progrtmr 
thaae  fe«a  von Id  bave  cither  Increaaed  the  coat  to  tha  hooebuyer  and/or 
discouraged  participaclon.  These  fees  represented  nothing  mor?  than  a  "tax" 
on  homeovnera,  ind  ve  atrongly  oppoaed  them. 

•    £SA:  Although  the  AdminlBtratlon's  most  recent  FY1988  budget 
propoaala  reeonoend  "user  fee"  Increaaea  for  only  FHA  and  VA,  the  effect 
remains  the  nana   In  th#  ciiat   oT  FHA,  the  Admii^istration  has  recommended  an 
increase  in  the  exlatlng  faa  the  YEA  mortgage  inauracca  premiuin  (nlP)   from 
the  current  3.8  percent  to  "a  level  on  par  vith  tboae  that  private  inaurera 
vould  charge  to  provide  a  coaparable  guarantee    While  the  Ospartnetit  of 
Hbnaing  and  Urban  Develapaent  (BITO)  has  eatimated  th*t  thla  leval  vould  be  5 
percent,  repreaentatlves  of  the  private  mortgage  Inauranca  indoatry  have 
Ihdicated  that  detemlning  tha  praaiuB  level  ia  very  difficult,  and  have  nameu 
no  apeciflc  percentage  Increaae. 

The  Administration 'a  prevloua  and  current  rationale  for  thia  increase  is 
that  tha  default  experience  of  FHA  loaaa  oilgloated  in  the  14^1-1482  period 
t^onld  require  the  FSA  to  provide  additlooal  protection  to  the  FHA  insurance 
fund  in  the  event  of  ^'unanticipated  future  loaaea.   Hr.  Chairman,  the 
nAlIOHAL  A^^CCIATIQN  Of  E£ALTOES»  haa  conducted    analysis  of  the  FHA  Mutual 
H^rtAJgf  Ina^ri^niiC  F^nd  EWTIfj   After  a  revlev    the  moat  recent  acturarial 
experience,  it  la  clear  that  there  ia  jbsolutelv  no   need  to  talac  the  FHA 
tUL In  fg&t,  there  la  autJBtantlal  evidence  to  support  a  redtjction  in  the 
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Furthenaore,  accordint  to  our  itudyt  the  principal  Justification  for  the 
idalalit rational  p»poial  tfr  ralit  the  MIP  <ta  prevlda  luldicioDtl  protsctlgn 
MBliut  'ueuri  loaita  ttnn   19B1-19I2  default!  >  !■  f laved   Tbe  14«L'19«2 
default  exparlence  ia  en  abtmtlon  fro*  the  lant-tera  axpariapce  of  the  FHA 
Kaib)  pra^iam.     In  addttlon,  the  hiih  qDrtBase  intereet  reCH  4iid  lerte 
Mflnthly  DortKeKe  peynente  vhich  contrlbuCid  to  the  hifh  default  retee  tor   l9Bl 
and  14B2  hev«  teeulced  la   eoccrently  hl^h  non-cleia  ceniinettona  (prepeyuenta 
and  refUencInge).  rinally,  the  point  of  the  mexlnun  rate  t^r   ^*d  loene 
orUlneted  in  19BI  end  1992  te  over  beceuee  default  retee  oa  r^A  nartiafee 
credit Lanally  peek  in  the  third  year  after  orliltietlOD.  Ae  a  reiult,  the 
t«tel  nivbei  ef  aortgagea  that  would  be  e^etleble  to  default  froB  19Q1  and 
1982  ia  Tary  low. 

tn  tuBary  Hi.  Chairman,  the  prepoiad  increase  in  the  MIP  ia  completely 
mjuatifled  hiiad  on  the  currtnt  aoundntfia  of  the  MflF.  Since  1940,  FHA  has 
been  telf-Muppf]i<ttnt  und  thdre  li  ni?  evidence  to  etippprt  the  contaatlon  that 
the  Fuod'e  current  reeervei  <t4«3  hUlton  ee  vf   i^aceiDbr  31^  1936)  are 
ioadequete  to  c^ver  any  future  and ctpe ted  laaaee  **  Indeed,  the  high  level 
over-'-lDaurence  that  the  IfUF  enjoys  could  easily  Justify  a  decrease  in  the 
MIP. 

The  RATIORAL  ASSOCIATION  OF  UALTOKS*  also  questions  the  Administration's 
propoied  faa  lacrctee  ea  e  naana  to  raduLi  tba  fidarel  deflcl    It  epptafi 
more  lileeLy  chat  theaa  fee  increaaei  would  reduce  tbe  vie  of  PHX  and  VA  and, 
therefore  result  in  a  reduftion  la  revenue  to  the  rtaiectlve  Inetirance 
funds   In  fact  the  Admiatattetlon  aclaiowIed«te  thia  ptitnobencin  tn  its  FY1988 
request  for  FHA  credit  euthoclty  vhlch  pt^aMppcttt  $.   nductlon  In  fHA  laen 
■EClvlty  due  to  the  fee  tocreaie  4Dd  other  FUA  program  raatrlctloni.  In  othar 
words,  the  increased  fee  muJjl  liXtlJ  ML  ■  JMi  tP  t\if   ggYtnaient  tnatead  of 
a  gain. 

e    SBiLi     In  December,  the  GoTemment  National  Mortgage  Association 
(6NMA)  enn&unced  thet  t  vee  implementing  a  change  in  tae  allocation  of  the 
atxlettng  30  bail  a  point  fee  collected  by  leeuere  of  GHTIV  mortgage-backed 
■ecurttUe  <MB3e)   Effective  Mercli    1917  the  fee  eplit  would  change  from 
44/fr  to  40/10  vhlch  aaans  that  the  loaa  cerrlcera  vouli  retain  only  40  basis 
points  and  6NMA  would  increase  their  fee  te  10  heals  points. 

According  to  6NMA  fflciels  this  twi.   iticraeee  i»ee  neceaaery  in  order  to 
bole  car  aiLletlog  reserves  ami  Insure  thet  6NMA  could  v^tbatend  eny  future 
receeeleus  without  borrowing  froei  th.  ireeauiry.  Vhila  we  ^eelLti  thet  this 
teellgcetlon  In  the  50  1)eeli  point  fee  wae  the  ilrst  In  QMA*5  hlatotVj  XhA 
■AllQUAL  AAJQCl^TlOlf  OF  tlALTOBam  did  Mt  h.lf  y«  Umt  amA  m  nh...,*  ^*> 

PiMnAn  At  thli  tini.  And  ihtt  1l  ran  id  aitlMStlif  h«rt.  i  dittlMntii  iljiflt 

GNMA'S  ehare  ie  farvarded  to  the  fiHWA  HflrKttQriaicklii  IHTflltatllt 
Portfolio,  the  reeerve  fund  which  hecke  the  Gnu  guerentee.  AccDrdlng  to  our 
data,  the  CHKA  teeerVe  fund  is  in  eoimd  condition,  wUh  e  belence  of  11.35 
Mlllon  ea  of  September  iti     1986.  At  the  end  of  fLticel  yeer  1996  the  total 
loss  to  the  fund  av^t     ta  entire  17  year  hlitoty  vei  ilO      alUlon.  HlZflX  has 
this  fund  been  required  to  meet  a  total  egency  loae.  All  the  losses  to  the 
6MHA  program  have  been  funded  from  current  eemlnge. 

Any  chenge  in  the  6NHA  fee  etructure  ilmUar  to  the  one  proposed  by  the 
idrnthletretion  would  reeuit  In   reduction  of  the  heele  points  which  are 
onrrantly  reteined  by  the  lean  serricsr.  Thle  beele  point  loee  enounte  to  a 
percentage  decreeee  in  eerv Icing  Incone.  Thue  Increeeed  coat  to  the  mortgage 
originator  ia  certain  to  be  passed  on  to  potent Ui  hoaebuyere  in  the  form  of 
higher  points  for  VA  loans,  and  a  combination  or  Ucreeevd  pointa  and  higher 
ratea  for  FBA  loans. 

Oue  In  Lerge  pert  to  tha  efforta  of  the  Bouse  and  Senate  Houaing 
AuhcQUBlttee  Leederehtp^  U.S.  10S6  which  reeclndad  tha  GfMA  fee  aplit  change 
thet  hed  gane  Into  effect  on  Kerch  1  peeeed  the  Ilouee  nn   ccbruery  23  followed 
hy  the  Seqetc  on  Merch  IQ  .  We  would  egein  like  to   extend  our  mombsra' 
apprecletlon  to  {nitirmen  Conielee  end  the  Minority  Leederahip  for  their 
rsaponslTeness  to  this  arbitrary  tax  on  hoaBowAirehlp* 

m  QpiratlM  ind  CriAli  ttiUwrUt 

•    rwA  onmr^tinm   AMfh^tii «.w.  Hr,  chalrrAn,  Uat  yefct  we  watched  with 
disappolntmsnt  aad  frustration,  as  FBA't  operttlni  authority  expired  aix 
timsa.  lach  time  thsrs  vers  Inciredlbla  tBetlnet  del  eye  ee  Conereee  debated  thia 
issue.  In  addition,  due  to  unprsesdantsd  mortgage  Tolums,  FHA 'a  inauring 
authority  was  dsplstsd  durisf  ths  yssr. 
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The  response  froa  the  public  and  the  Indtistry  wee  dramatic.  Thonsanda  of 
prodt^ectlTC  b0m«Qvn«rA  exr^rl'i^ced  delayed  loan  aettlementa,  **backlosced** 
proc«0aiD«  of  t^etr  vortAtACJi,  and  payaent  of  higher  Interest  rates  becausa 
thtir  lower  rAC«  coviitmentB  had  expired.  The  disrupt  Its  effects  of  this 
■ituatlon  v<rfl  Bignificut  and  could  hare  been  avoided. 

For  t1i«ft4  r«u«i9  Ui«  lULTIORAL  ASSDCIATTOIT  OF  K^ALTOBS*  strongly  supports 
H.S  1228  vtlch  Ma  been  tutroducfld  by  Qvpmasntatlvea  ChALmera  Wyile  and  Lea 
AuCalu  and  pTa-rlinm   a  pBramnent  operating  antbority  for  FR&.  At  the  Tory 
least,  hoveTor,  Congress  should  adopt  a  "clean**  extension  of  FHA  authority  for 
one  full  fiscal  year. 

•    FHA  Cffcdlt  flnaurlmt^  Authority;  Lut  year  Congress  authorized  a 
credit  (ioauriiLt)  level  of  tlOO  bHll&n  for  FHA.  The  Administration  has 
recommended  a  lev«l  at  Vd   billion  tt>t   FYlVBt  predicated  upon  the  belief  that 
HDD  recommended  fBA  prouru  restrictlofu  vlll  be  adapted*  thus  reducing  the 
nuiiber  of  Insurance  coml taenia  rr^lrsd  mder  TEA. 

Mr.  ChAirwmp  cha  RATIonAJ.  A^'SSCcriTTCR  dr  lEALTOBS*  la  not  as  confident  as 
the  Adainletracion  thee  C Dug  nee  vlll  pirvlc  thv  IniFlcncntitlon  o£   cheHC 
program  limlcatioiu   Therar^re,  Ve  do  tioc  ahare  the  Qplalca  ihiit  ^70  billion 
vlll  be  ma  adcqtiite  credit  authority  for  Ttl9i&.     Fiirthenure  vt  atroiiely 
belloTe  that  it  £■  ittj^ftitit  t^  provide  aufflclent  credit  levels  aa  At  to 
avoid  chaotic  and  narket-dl eruptive  operatioui  Htoppe^ee,  such  as  those 
erp«cl«aced  in  m9<«.  He  aeron*lr  urge  cbla  Capmlttee  to  provide  a  credit 
authority  level  vf  at  leaet  tlOO  billion  for  RlVlS. 

Separate,  bat  not  apart  from  the  AdninlitratlDJi'a  efforts,  the  Department 
of  Housing  and  I7rban  Dcvalopniint  f^EUU)   baa  ma  da  nuneroua  LcElslacive  ind 
regulatory  irropoaala  tbroa^h  Ita  liudget  prOCcaa  vhicb  vould  alter  fundBmental 
aspects  of  clu  fHA  program,  and  thereby  further  restrict  and  reduce  the 
participation  claaa  of  FBA  borrovefe.  In  fact,  Hr.  Chalraan,  when  these 
proeru  llJeltatlona  are  combined  vtth  tb*  Ailalnlatration'a  "uaer  fee" 
racomendatlaDa,  partlcipedon  l>y   hoth  tba  bottom  and  upper  tier  aegmente  of 
FQA'a  cXlancata  vlll,  for  ell  Intents  and  purpoaaap  be  barred  from  uainc  the 
fUA  103Cb)  piograo.   I  vlll  dlacuas  each  of  theae  prcpoaals  separately: 

BTr.l»1.lTig  FW  ClwJjtt<_';ftg.ti-XCM-tbfl_rfft4l  AcwlBUL^.S^tlt 

Hr.  Chalmen,  Cbe  Adnlnlatretlon  baa  recDBvended  that  FHA  borrovera  be 
required  to  pay  cloalng  coata,  in  caah^  at  the  time  oF  origination, 
{Currently,  nUk  borrovera  can  finance  cloalng  coata  oVer  the  life  of  the  loan. 

Although  this  ^ro.-'Odal  does  not  alter  the  existing  treatnent  of  the 
mortgage  Ineurence  prenits  Which  can  aleo  be  financed  over  the  life  of  the 
loan,  extludljig  doatng  coata  froq  the  total  ac^ulaltion  coat  vlll  nake  ic 
DO re  difficult  for  potential  honeovnera  to  secure  a  loan  by  increasing  the 
amount  of  caah  required  at  origination. 

Using  1985  FHA  atatlatlca  the  noat  recent  available),  the  ASSOCIATION 
estlmatea  that  the  everege  dovnpaynent  required  far  en  FHA  loan  vould  Increaae 
hy  approilDately  tlj2-0  IF  tbla  propoial  vere  adopted.  Our  data  further 
Indlcatea  that  F'HA  borrovara  already  have  very  nlnlmal  caah  reaerrea  after 
aettlement   On  aver  age  j  the  ASS0<:1ATID!T*S  aurvey  ahoved  that  tba  typical  TtiA 
homebuyer  had  11, 130  In  reserve  after  cloalng,  Hovever,  our  aurvey  alao 
reported  that  over  two-third o  of  tHA  borrovers  had  caah  reoerveo  lower  than 
thia  flguren  Cle^tlT*  insrcgalHH  tht  ^fliqfnt.  pl_g^h  L'^yl.rH  tiy  FWA  ^^rr^>¥qra 
>fbfl.^re  already  Btarv^d  for  cash  wUl  tffeetlTglv  preygni  thpjc  otti^rylit 
flMllJlad.fppllcMtg  frpm  vfll:<A  the  proarHi. 

pBttgulgtl^  flf  thg  Qbx  Parttnt  LBiritr  PrlglMtlvn  Fbb 

The  Administration  has  also  snggetted  lifting  the  current  one  percent 
limit  on  the  lender  orlginAtlon  fee  for  FBA  loana.  MVe  tbe  propoaal  to 
prohibit  cloalng  coata  from  being  financed,  ibla  recoiBHandatlon  vill  also 
increaae  the  coata  of  obtaining  an  TRA   mortgager  Thoae  bor rovers  who  are 
already  burdened  by  theae  added  coata,  thoae  vbo  bare  alnlnal 
resources — uaually  firat-tiaae  bouebuyers— vlll  he  eliminated  froa 
participating  In  the  FHA  progrim.   It.  la  Ir^tllC.  ^Ir^  Ch»trm*n^  l^iat  ttlC  TCII 

■iggflnt  flf  Mtcntlal  aaaaa.'nurp  i;hat  t?il4  M4  ?tTiei  propog^U  vUl  TllinlnatB 
it  the  Ttry  bbbc  tliaa  thai  niA  vaa  ^rUlnallT  ^birurcd  tft  acr-^c^ 
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Slallar  in  its  scope,  la  the  AdBlnletratlon's  proposal  to  deregulate  FHA 
poat-dndoTicnent  fe#a,  vhich  would  alao  place  another  financial  burden  on  FHA 
borraweii.  Aa   uupl«  of  how  this  changt  would  bt  used  la  BDD'a  recent 
laauutolllty  nodiftcttion  which  rkquirea  a  credit  check  on  all  aaaumptora. 
RUD  lufl  autboTlzed  m.   c  relit  check  fee  of  up  to  ISOO,  which  under  thia 
propoaal,  could  be  increaaed,  thua  iapoaing  an  even  greater  burden  on  FHA 
uaera. 

IhMltnrrltlaM  CrltttMi 

The  Adminiatration  haa  alao  proi^ojed  that  eoovBtitional  houaing  expenae 
criteria  be  vaed  In  uodervrltlng  FHA  loans.  FRA'a  current  houaing 
UFsnii-ta-tncoqa  ratio  1*  39  percent  vltb  a  long-term  debt-to- income  ratio  of 
53  percent.   f  thia  criteria  vare  diangod  to  conforsi  to  convent ional 
atandarda,  a  7^/33  proportion  vould  bo  ro^ulrod 

Once  agaJA,  Mr.  Chairman,  aa  with  many  of  the  Adminiatration 'a  other 
propoatlf  thli  particular  r*coipaend«tlnii  altera  a  very  fundui«nt*l  component 
of  the  FHA  jiragram^  which  vaa  *at«bllih«l  to  pruBote  avallAMllty  of  mortgage 
floanctng  tn  ^lOBibuyari  under**  rvad  by  the  con\rent  tonal  lurltit. 

The  A^SDClATiair  atrongly  oppoaea  tbla  auggeatton.   Perhapa  more  than  any 
ochar  pr^poaal  advanfed  by  the  Adalnlac ration,  thla  apai^lfle  change  would  deny 
a  aubitantlal  nuabar  of  potential  FHA  uaara  the  opportualcy  to  evn  a  home. 
6lT*n  the  aiHll  parcentage  of  FHA  uaera  Vbo  could  qualify  undar  conventional 
erltarlaj  Idpleqantation  of  thia  propoaiL  vllL  do  Itclf  to  fiirthar  the 
AdmlhlatratlciL'B  goal  of  naklng  FHA  avora  coapatitlTa  with  the  prlvece  aector. 

JMrflMe4.PwmpiYieat_faj:rwilltg.ggfl^MjfrjiJ4iLflflO 

In  offer5.ng  ita  Tarioua  FBA  rtcoiveniSatlona^  one  or  the  Adminiatration 'a 
recurrent  thiaaea  la  that  FHA  ia  conpatlng  unfairly  vtth  the  private  mortgage 
insurance  Initastry,  and  that  tfforta  ahould  ha  uda  to   minimise  and/or 
eliminate  tbij  cD■Fctlclo^ 

One  ati^b  recobifliidatlfla  offered  Is  the  proposal  to  require  a  minimum  S 
percent  downt^iykBtit  for  famlllia  aamln^  over  |40,000  per  year.  On  ita  face, 
nr.  Chairitimti,  K  uLttit  appear  that  this  is  a  "reaaonable**  propoaal  intended  to 
target  FBA 'a  benefita. 

HoveTer,  on  doaar  examination,  one  finda  that  thia  ia  not  actually  the 
laae  for  a  nuDbct  of  raaaona   Flrat^  It  is  Important  to  reitaBbar  that  only 
«bout  1^  rfrcent  of  all  boaabqyara  lb  l9Sfi  uaad  FHA  Ltiaurinti.  Of  that  14 
percent J  cnlv  about  li   percent  have  incoaea  greatar  than  |40,000.  While  thoaa 
j»";-r  Incwa  foil  lea  vbo  uaa  FBA  Intorance  oay  be  able  to  qualify  for 
7«-+Tata  BaTt^age  Inaurance,  the  aajorlty  of  theae  honeovntrA  have 
Slinlf tcantry  different  charactariatlca  than  thoae  borrowera  uaing  private 
^ortjaga  Inalirnnca. 

According  i:o  A^SOCtAtron  data  collected  through  our  mortgage  finance 
aurvey  in  tba  aprtug  of  14Ba,  FBA  homattiyara  poaaaaa  differ Ing  income,  age  and 
owoarshlp  charactariatlea  than  tboaa  in  the  convent 1  on tl  market.  On  average, 
FBA  boftobuyara  ira  over  Z  yeara  youngfir  and  hava  annual  incomes  of  about 
^10,000  Uaa  than  boBshuyara  ualng  j^rlvita  portgaga  inau ranee.  Furthermore, 
Ve  found  Lhat  fHA  horrovara  are  ganarally  flrat-tiAa  hovabuyara.  Finally,  our 
iorrey  ahoved  that  loan-to-TiLua  ratloa  for  cooTantlonal  market  users  averaged 
about  80  percent  conparad  to  92  percent  for  FHA  users. 

If  a  potantlal  hoaaboylng  family  with  an  annual  Income  greater  than 
140,000  was  not  abl«  to  afford  an  fBA- required  ^  percant  dovnpayment,  they 
would  be  forced  to  aeek  private  Mortgage  Lnauranca  In  the  convantlotial 
market.  However,  If  tba  family  vaa  unable  to  afford  a  FHA  loan   t  is 
ualLkaly  that  they  could  qualify  in  tha  conventional  urkat   Koat  probably, 
these  faalllfls  vould  be  danlad  the  opportunity  to  purcbaaa  and  own  a  home. 

The  BATtOWl.  ASSOC  rATros  OF  WtALTOW#  U  aUo  cone  a  mad  about  ollnlnattni 
participation  of  higher- Incona  borrowers  in  the  FHA  lO^Cb)  fragtad  bacauaa 
tbeat  loana  act  to  reduce  the  avataga  default  character Latlca  cf  all  FftA 
borrowera  through  lower  lot<i- to- value  ratloa   According  to  KUD  a  atatlatlca, 
FBA  borrowera  wltti  lower  LTVs,  all  other  thiags  equal,  have  much  lower  default 
rates . 

Finally,  the  A880CIATI0H  is  coaeemed  about  the  effects  this  proposal  will 
have  on  the  secondary  mortgsgt  market,  spteifically  the  adverse  impact  on 
future  default  risk  on  FBA  mortgsgt  pools  which  bsck  GIMA  MB8s.  Changes  in 
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this  rlak,  ve  believe,  would  ttadnally  Increase  the  required  yields  on  GIMA 
MBSs,  negetiTely  «ffAcc  chclr  future  price,  end  ultimately  increeee  the 
interest  rate  and/oi  polatA  eturied  an  FHA  loans. 

The  AS80CIAII01T  Is  oppoaed  to  any  lialt«clon  of  eliftlbillcy  in  the  TBK 
single- fanily  insurance  program  to  only  purchasers  of  primary  (ovner-oeeupied) 
residences. 

In  1986,  HDD  Secretary  Pierce  appointed  an  internal  task  force  to 
invest  1  gate  allegatlQiLB  of  fraud  ami  abuse  In  Che  FGA  program.   This  HUD  Task 
Torce  revealed  that  the  highest  incidentfl  of  foreclosures^  in  proportion  to 
the  TEA.  participant  class,  were  in  the  inveator  portion  of  the  FHA  program. 

Our  ASSOCUTIOH,  4lam  with  allied  boiulng  trad«  ^taoclatlona^  worked 
closely  vtth  SDH  to  revlav,  comsnt^  and  sTHntually  support  nany  f  the 
recaanaendatlons  nada  iy  the   HUD  Task  Force.   In  fact,  a  number    these 
reccvnnendaclons  bava  already  lie  en  liLpl«tteated  through  agency  admlnlatTatlve 
directlTea.  Hdvever,  the  task  P^rce  oUUI  cetoDd&ended  the  ellblnatlon  of  the 
LnTflstor  and  aecood  heoe  porti^ai  of  the  TVA  progru.  HDD  and  the 
Administration  c&ntoid  that  Inrestor  and  aacAnd  hone  FHA  loans  are  inherently 
risky  and  tharafore  akauld  be  axdwlcd  fTtm   tha  FEA  program.  We  maintain 
that  this  is  not  a  valid  arguntst  be  causa  auch  an  axclualon  would  hire  only  a 
minor  impact  on  the  risk  to  tEA'm^  ncf   yurthemore,  ve  believe  that  this 
proposal  is,  ultimately,  far  coo  draatlc  a  aclatlon  to  a  problem  that  is 
already  being  addressed  through  tighter  tdminlatrttlve  standards  (as  discussed 
later  in  this  section). 

Kllslnstion  of  investor  loans  from  the  FHA  program  is  likely  to  seriously 
affect  the  aingle-faiaily  bone  rental  market.  It  has  been  estimated  that  over 
vne  third  of  the  11  all 11 on  rentera  In  thla  country  currently  reside  in 
one-to-four  family  rcttldencaa   Eliminating  investors  from  the  FHA  program 
would  hurt  a  substantial  portion  of  the  rental  nerket  and  affect  those  renters 
who  choose  not  ta  live  In  aultlfaally  dwellings 

It  cin  also  be  danonntratad  that  claim  rates  have  peaked  for  all  loans 
endorsed  during  1981  and  19 B2   Since  the  clain  rates  have  already  peaked  due 
to  a  period  of  high  Interest  rates,  it  is  reasonable  to  conclude  that  the 
claim  rates  for  invest oryaecond  homes  hsve  also  peaked. 

AS  for  the  fraud  and  abuse  reported  in  this  portion  of  the  FHA  program,  in 
Febnary  14a6,  HUD  reported  that  three  reglaaa  In  the  country  had  a 
substontUIIy  higher  iDcidence  of  Laves  tor  loon  probleiu   The  KUD  atudy 
concluded  that  certain  FHA  field  of fleas  bad  unueally  higher  claim  ratee, 
indicating  problems  that  jnay  have  involred  fraudulent  actlvltlee  on  the  part 
Of  some  investor  mortgages   We  believe  that  the  appropriate  me ana  to  address 
thlB  problem  la  not  to  eliminate  the  Investor  from  the  fHA  program.  Rather, 
the  problem  of  fraud  and  abu^e  dhould  be  eddrused  more  directly   The 
ASSOCIATION  CDan«Dds  HDD  fot  taking  this  approach  and  points  to  the  1983-1985 
claim  rates  as  reflective  of  the  fol laving  aetlons  taken  by  HUD: 

•  Undervrititig  criteria  have  been  tightened 

•  Appraiaal  Te<iuir«neDta  hare  become  stricter; 

•  The  Hortgage  Insuraoca  FremlUB  CMIP}  haa  been  restructured,  resulting 
In  Its  current  form;  and 

•  The  Direct  Endorsement  program,  which  bas  lover  claim  rates  than  the 
traditional  field  ai   undecvrlttcn  loans,  has  been  implmented. 

qiAgsE  IB  rsL  uamfnofljoLici 

Easy  assumebility  has  been  a  feature  of  the  FHA-insured  mortgage  since  the 
inception  of  the  FHA  program.  It  is  vldely  acknotfled^ed  that  tbls  feature  has 
beta  liutrauencal  in  increasing  the  lurketability  of  hoioea  with  a  FBA- Insured 
mortgage.  In  today 'e  aurket  where  Rost  flxad  rate  conventional  mortgages 
contsln  "due-cn-BAle"  clauses »  the  FHA  and  VA  programs  are  one  of  the  last 
bastions  of  filed  psymont  mortgsga  instrmeata  vbicb  ailov  assumability. 

Especially  during  periods  of  rising  Interest  rates  the  free  assumability 
of  FHA-insured  mortgagee  haa  often  subat«atl«lly  enhanced  the  value  of  a 
home.  The  buyer  btnefite  because  ha  or  she  can  aseioe  a  loan  below  the 
prevailing  market  rate.  Tbia  aasmsbillty  also  translates  into  a  benefit  for 
the  seller  by  increasing  the  dcaund  and  thus  value  for  his/her  home. 

However,  based  on  a  HUD  adnlnlstrstive  annauncament  (HUD  Mortaaaee  Letter 
86-15*^.  this  FHA  assumption  policy  was  changed  on  Decmber  1,  1986.  The  new 
policy  requires  a  full  credit  cheek  of  any  and  all  borrowers  seeking  to 
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asBUBe  a  TBk  mortgagt  within  24  months  of  origination  or  of  a  previous 
assumption.  HUD  will  permit  lenders  to  charge  up  to  |500  for  thia  new  credit 
chetilc,  $iibj«ct  to  injV'8  discretion,  the  loan  can  be  called  by  the  lender  If 
tM  truiBmctliiA  partlea  neglect  to  obtain  this  credit  check.  By  restricting 
tha  frAB  aBaunttilllty  of  the  FHA  loan,  this  change  Institutes  a  '*quasl 
dTi4-oD-sile  clauae. 

The  RATIONAL  ASSOCIATION  OF  REALTORS*  submits  that  this  new  restriction  on 
the  assumablllty  of  nu-lnaumd  mortgages  will  be  decrlaantal  to  both  a«llflra 
and  pocantlal  buyeri  of  auch  tiodea.  Tot   sxuiple,   proapACtlva  dell4r  of  a 
hoka  aubjaec  to  a  I^HA-lnaured  nart^M*  cannot,  without  risking  innfldlatfl 
accBldiitlon  of  that  aortga^^  itll  tila  or  h*r  hone  Co  a  proapqcttve  purchaser 
who  la  wllllnf  to  aaauie  th«  existing  nartgage  but  U  not  latereitad  In 
undergoing  an  ocpaulv*  burdensome,  and  tlav-taQaunltit  cradl  check. 

Dili  Chang*  in  the  aaamabUlty  of  an  rBA-lasured  nortimia  could  also  have 
a  loni-tam,  negative  lopect  on  the  TEX-tKLT       According  to  dUU  o^flclila, 
Chli  new  cradlt  check  retiulreneac  Was  deviaed  lb  order  to  preclude 
"non-cradtcwDrthy^  IndlvldueLe  froa  aaaiulog  t  nu  mortgage  and  liter 
dafmltliLg  on  the  paynentt.  Hovever,  by  requiring  this  credl  check  It  Is 
now  likely  that  potential  bomebuyeca  who,  at  one  tine  vera  willing  to  take 
OTfT  the  monthly  portgage  payqente  from  a  seller  who  vaa  experiencing  aerioua 
ftneaclal  difficulty,  vUl  rio  longer  be  amenable  to  aasumlni  the  FHA  nvortgega 
becauaa  of  the  additional  coat  and  tine  lapoaed  by  the  new  ragutrenent 
Therafora  flnanclally-a trapped  hoaeovcera  vich   FHA-injured  nortiage  will 
have  f«w  ochar  altamatlves  but  to  default  on  their  rHA  mortgage   Wben  thli 
occurs,  FHA  nuat  pay  the  claim  and  take  title  of  the  forecloaed  property   FHA 
la  then  Bonatarlly  responsible  for  both  the  management  and  disposition  of  the 
property. 

Based  on  the  average  claim  rates  from  1970  to  1985,  it  Is  estimated  that 
In  I9ift   tpproxiaately  B60  homovnera  would  have  defaulted  due  to  tha  delays 
caused  by  thia  new  cradi  check  proceai   According  to  HUD  data  the  weighted 
average  aiortgaga  anonat  waa  ^52^826  for  loaaa  ertglnated  tn  1984  and  1985. 
The  are  rage  loaa  claiit  for  an  FHA  mrtgaga,  Waa  approximately  3)  percent  of 
the  Outatandlng  principal  fo;  tbec  aaaia  period^  or  IB  595  par  clatq-  This 
average  claim  loss  nultlplled  inaa  tha  aumtjor  of  honaownara  who  would 
default  due  to  the  delay*  ceuaed  by  tha  cradle  chick  procaaa  <l.a.,  860 
honeovnert)  would  c«u«4  a  loaa  to  tha  WCIF  of  over  tlS.4  ntllLcm.  Losses  to 
the  Wir,  euch  aa  theae^  clearly  could  not  be  iialntalned  on  an  annual  baais 
without  aoae  daMage  to  tba  FHA  Section  203(b)  program. 

Of  a  aore  procedural  aeture,  thia  fundaaiental  cbange  in  the  FHA  program 
was  made  through  aa  adminlatrattva  aonounceaant  kziowti  »  a  Mortaaaea 
Iit££l£.  Tha  HATIOHAL  ASSOCIATION  OF  aiAlTOKJi*  atroagly  believaa  that  ^.   c^uinga 
of  this  type  and  nagnittida  ahotild  have  been  ude  through  tha  fad  a  rat  aTi^ncy 
rulcujLklpg  procaaa   For  thia  raaaon,  the  ASSOCIATIOH  fUeJ  a  legal  auit  last 
October  egalnat  HUD/F3A  clatving  thac  cha  procadura  uaed  to  inpiemant  this 
change  ifaa  la  violation  of  tha  Adntnlatratlva  Frocaduraa  Act  {K9tk}.     The  law 
suit  la  praaaatly  pending  before  the  Federal  Dlattlct  Court  for  the  District 
of  Columbia,  and  a  dec  talon  ii  expected  sometime  in  March. 

IWCTMfll  Til  im  fBA  AMHg  TOLUfg  CAF 

This  proviaion  of  the  FHA  program  has  been  monitored  very  closely  by  the 
RATIONAL  iS^OClATlOK  Or  HEALTOPS*.  The  -Cap''  amount,  based  upon  a  percentage 
of  the  total  VQiune  of  hod*  mart gages  insured  by  FHA  during  the  previous 
fiscsl  year,  has  been  and  is  currently  ION  of  that  volume. 

the  ASJOCtATtON  aupporta  4d  increeee  in  the  ?Wk  kW     volume  cap  of  **up  to 
lox"  aa  long  as  there  la  a  correspobdiitg  Ibcreaee  Id  the  FBA  credit 
<inauring)  authority.  Ve  alao  eupport  legialetive  report  language  which 
ipecifiea  that  the  number  of  FBA  ASH  unite,  at  whatever  percentage,  is  NOT  a 
■et-aalde  of  FHA  credit  Authority  nhidh  acts  to  reduce  units  for  the  fixed 
rate  program* 

The  KATIONAL  A3SQCl^Tt0Zf  OF  UALXOBl*  has  long  advocated  a  re-evaluation 
of  the  exiattng  loan  ii«lta  for  FBA.  As  yo«  kBov,  Mr.  Chairman,  the  maximum 
FBA  loan  limit  for  eingle-fimily  lotBS  is  |67,500,  except  in  HDD-designated 
high  coat  araai  where  the  baee  limit  eta  be  increased  up  to  190,000.  Hawaii 
and  Alaska  are  apecial  high  coat  areas,  and  loan  limits  in  those  regions  can 
be  increased  beyond  the  Mo, 000  limit. 
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Despite  the  c<mflld«ttble  hoAt  «pFt«cUcLoD  «ver  Ui«  p*9t  ktataI  y«*r«, 
neither  the  heee  llAlt  oor  tb4  Uth  coat  ctlcuiAtton  hMm  btvQ  updAtwt  ■Incd 
1979.    Accordlnt  to  tiu  ASSOC  I  ATI  OH  <s  EjlitlM  Ham  StlBB  EMftrUi  uistioa 
hone  prices  have  appnclated  toy  M,£  pcrcotiE  aints  1974.     Cltttrly,    cti«  ^A 
loan  llalt  needs  to  bi  i-aadJtiecDd  to  reflect  hoae  epprcclati&n.      If  the  Units 
were  raised  to  reflect  the  AA*Z  pet cent  appreciation,  ve  estimate  that  new  TEA. 
loan  liaits  wtild  ruue   fron  |97  JCO  to  |129,600. 

mhwiqw  ct  m  .fiBcpHPAai  HPugKB  nmai  ebbahcbiehi  act 

Tbfl  HATIonAL  AJ^CClAtlOS  or  lEXLlOKS*  supports  the  exteiulon  ef  Title  II 
of  the  Second*fv  Mort^me  Marfcet  Eahanceaent  Act,  vhlch  U  du«  to  expire 
S«pt«nb«r  30,  19*7 »  We  ai«  especially  tntereated  U  eeeln^  that  the  authority 
Kfanted  to  the  Federal  National  Kortfiftge  AeiQciatlon  CFUHA)  and  the  Federal 
Rose  Loan  tTortgaxe  Corporation  <FHLHC3  to  purchaae  second  mortgage  loans  is 
extended. 

Second  Bortgages  are  an  increasingly  important  source  of  financing  for 
honeovnersMp.  Thus,  the  ASSOCIATION  Bupporte  extension  of  this  authority  for 
nau.   and  TELHC,   and  continued  to  oppoae  any  efforts  to  vesken  the  continuing 
ability  of  etUiA,   FHKA  Ans  niLHC  to  provide  funds  for  home  mortgages  and  to 
respond  to  market  chui^ee. 

mi  HoiisTiK  TTTTTtrnna  pbocb^  frwrv^ 

The  RATIOHAL  ASSOCIATION  OF  2ZALT0SS*  fully  supports  our  nation's  fair 
housing  lava   Va  mlao  racofnlze  the  Tiae  of  the  enforcement  tool  of  testing  if 
the  use  of  a^ch  toola  la  timaad  upon  reasonable  and  obJectlTe  standards. 
Serein  11 ae  the  ^asla  of  Odr  ongoing  concern  with  the  Fair  Horaina  Initiativea 
PrgjrBn  ffHi^^  aince  it  vaa  first  introduced  aa  part  of  HDD'S  FT1986  budget 
request. 

With  this  new  progras  the  ASSOCIATION  became  concerned  thac,  for  the  first 
tine  direct  federal  funds  vould  be  uaed  to  support  testing  of  real  estate 
practltlanera  by  private  ae If -appointed  fair  housing  organizations  without  any 
procedural  eafegturds  or  guidelines. 

For  all  of  19ft $  vid  Into  1986,  the  RATIONAL  ASSOCIATION  0?  REALTORS* 
opposed  the  authorization  of  FHIP  because  of  t>«e  abaence  of  any  standards  by 
vnich  the  tea  ting  conponent  of  FOIP  would  be  implemented. 

In  early  1986,  at  the  behest  of  House  end  Senate  tfaoking  Committee 
leaders,  NAR  began  dtBCuaiintia  with  HUD  in  order  to  aeeJc  oi^  ^^reemenc  on 
FHIP.  After  6  veelta  of  aolld  d^acuaetona,  HUD  an  HAS.   Prenldant  Clark  B. 
Wallace  signed  an  agreeiBant  which  placed  KAf'a  st2Tpc.  hchlnd  the  FHIP 
program   At  the  aame  cine,  HUD  and  KAB  iforked  ou^   fair  and  balanced  set  of 
teating  guidelines ,  vhicb  vere  approved  after  conalderable  diebate  by  MAR*  a 
Board  of  Directors  In  nay  of  19^6   These  guidelines  assure  fait  play  by  both 
sides.  They  also  assure  that  federal  funds  are  disbursed  to  trained  qualified 
testers  and  that  the  funds  vlll  be  spent  on  authorised  activities. 

Secretary  Plarca  of  the  Department  of  Housing  and  Urban  Davalopaent  has 
agreed  to  proceed  vlth  regulations  baaed  on  these  guide llnea  a a  part  of  the 
ted ting  pro^rau,  and  baa  flven  bis  assufance  thar  the  guide lines  will  goTom 
both  funding  and  program  perfornanee  under  the  testing  portion  of  the  Fair 
Bpuilng  iDltlatlTDi  rrPAiM- 

Though  the  HAS  Board  of  Directors  prafara  that  the  guidelines  be  Included 
in  the  statutory  language  authorlxlog  FHIP,  the  Board  Just  last  uantb  agreed 
to  a  THIF  progrui  which  atmultaoeously  "sunsets"  both  tb«  ^^r^gtuk  and  ths 
guldellnaa.  It  la  eMlnently  fair,  Itr.   Chairman,  that  a  program  of  ao 
controraralal  a  nature  ba  looksd  at  by  this  Casuittea  in  ths  light  of 
Experience.  The  current  Senate  Comiictac  bill  calls  for  a  demonstration 
prcgram  vhich  lasts  until  Sepceinber  30,  19^4  and  then  Is  subject  to  tevlev  as 
are  the  guidelines  which  actonpany  It.  Thle  appears  to  us  xo  be  t  solid  atep 
tn   the  direction  of  fair  enforcement  procedurea,  and  represents  a  considerable 
conccaaion  hy  the  RATI  ORAL  ASJOCIATION  QT   REALTORS*. 

Wa  believe  that  such  a  dual  rsYlew  of  the  FHIP  program  and  the  guideline^ 
vlll  prove  useful  to  the  Congressional  dobate  surrounding  ths  guidelines.  By 
allevlng  the  THIP  program  aod  the  luldellnea  tv   be  a  demonstration  then  you, 
ths  Congresaj  can  detemlne  whether  or  not  the  guidelines  proved  effectlTe  for 
responsible  teating  progreas. 

As  real  estate  prac tU loners <  our  position  on  FHIP  has  always  been 
premised  on  the  belief  that  we  should  bo  afforded  the  eame  kind  of  protections 
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that  athtri  In  aui  Mcltty  ttctivt.     V*  haT4  cht  suit  aTtrslon  and  ■tncltlTlty 
to  biLni  piijud«td  »  ''«uUty"  of  vtoUtlni  the  liv  ««  any  ftdtral  Mnploytt 
paatltoly  prijud^id  throti^h  tHtlni  «■  «  druf  «bm4r  or  4  prlvati  buatntas 
iir|ialt«clon  vtiD«i   ■npLoyiaa  would  tio   raqutrfid  to  tako  polyiraph  tiiti  vltl^eut 
way  itiDvloi  of  cauaa  or   conplmlnt.      Aro   tboso  ttolnt   tiBtod  mt   rlik  vttlic^iit 
■t-uL  tha  alUfAtloa  of  4  trronfdola«f     Aro  tho  tostlni  trrocodiirat   fvtrT     At* 
tba  t»t4ci  lD(l«p«Dd*nt  and  qualified?     The  proposal  we  raconiian4  wouU  aU  in 
pcoduclD«  the  rUbt  anevera  in  the  interest  of  all  concerned  and  Involved. 

na  wLziTixoLi  ifisma 

Hr    cnalnu,   I  vouid  now  like  to  addret'  three  laauea  dealing  with 
redtrally-aaalatffd  nultl fully  houalni  prbKrama  in  Which  the  RATIONAL 
ASSt>ClA¥lOlT  <it  BEALTOHS*  andltaafflllaca     cha  IHSTITUTB  OF  UAL  B8TATB 
HAKAGSnEffT  {IREH)     taka   Intataat       frapayrTnt  q(  FHA-Inaured  Hultifamily 
Project  Loans,  nuLtUanlLy  tiouiini  PrftDrvitL^n  Loans,  and  Tenant 
Participation  In  nulti Family  Htmaln^  Projacca. 

Pr»MV>ni.ftf  tB4-Iiiittred  HuVtlftfUr  Bwi^ct  L9«hn 

In  the  *ld-lfiO*a»  tlig  fedaral  toVfliniftni:  b«ian  to  uaa  privata  cvnarahLp 
as  a  rahlela  to  provlda  autjaldltod  nulcl fully  houmlna  for  lotfar-lncona 
famlllss  ThfQUih  pto^rww  aUcti  »  the  j^t^^  jLllfdjQ)  ftglovr-Wark^j:  Intel-Bit 
^*ta  (^1^^  *tMl  ttia  SLC.  23t  fHA-5iib4lj[Ja*4  tHjltlf ainLlV  IloualnM  IrPtrali^^  the 
fadaral  aovam^ant  provldad  4  low  luteraMt-r^ta  Jtuti4lily  4nd  4  rndotally- 
Inaurad  nortiaia  to  ttia  ovaar  who  Aaraad^  In  axcb4ni4  to  provide  housing  to 
low-  and  podarata-inEona  tananta  4t  TialouHurkat  rant  a. 

As  an  additional  Incanttva  the  fadatal  govamnane  also  constructed  these 
piogTSBS  so  that  najiy  owners  ware  oontrartually  guarantaad  the  rl»hc  to   prepay 
tha  Q^rtfaKf  30  ytara  afttr  th*  Lo*n  origination  data  and  ta ruinate  tTi4  user 
r*atT  let  tone  tn  ordar  to  convart  th*  pTot^^rty  to  othar  purpoa«a,  Since  most 
or  thaaa  pt Wataly-ovnad  nultiranlly  prapirttaa  vtrt  develop4d  batua^n  1965 
and  l9Ji,   partlculmrly  during  tha  parlod  batwaan  1970  4nl  1V7S,  contracts  are 
now  atartlng  n>   approach  tha  za-yaar  dat-t  by  Which  ovnara  d4y  raquoat 
p«nlaalan  froa  KUD  to  prepay  tha  aortgaiia 

Althouib  aoa*  project  ovnara  are  «tp«ct«d  to  exercise  their  legal  right  to 
prepay  the  ■ottgata  and  r^n.  the  property  aa  they  chooaa,  HUD  aatimates  as  aany 
ai  7t   percent  of  eilglDle  project  ownere  will  not  prepay  primarily  because 
their  projects  are  nov  located  In  low^  end  aodarace-lncode  eraas  and  their 
proapecte  for  earvlng  hlghar  Incoee  aarkete  wogld  be  negligible.  For  those 
project*  wblch  vould  prepay^  aoH  vUl  attU  here  UL^  eulialdlai  attached  to 
their  unite,   HDD  eipacta  that  heaad  on  a  very  low  activity  of  "opt-outs"  in 
the  past,  Mny  projects  wit^  kiUa^  subsidies  will  continue  until  the 
contracts  expire. 

The  parcnarahlp  between  private  avnera  and  the  federal  govemaent  has 
benefited  low-  and  noderate-lnceaia  housing  real  dents  and  hae  helped  Blnlnlia 
the  preeaiire  on  the  aupply  of  unaaaUted  h^uatng  affordable  to  thar 
low-incone  hoiieeboXda .  WblU  the  NATtONAL  ASSQCIATror*  Of  REALTOH^*  anit  I  MM 
ballave  federal  policy  ahould  vork  toward  aalnLalnliig  tJ^aai  reletionablpe  by 
rtnewlng  aaalatance  cantracta  and  providing  appropriate  inducement  a  for 
continued  pattlolpation  by  r'^^^eta  oWnera^  va  oppoaa  any  atteppte  to  change 
the  tenia  of  a^  axiatlng  cDntraec  by  dtaallewtng  aA  owner'*  right  to  prepey 
thtlr  Bultlfaally  houalng  Um,  Any  ratraactlva  action  to  diaaUow  an  oimer'a 
contractual  right  to  prepay  a  HUltlfablly  loan  votild  have  the  effect  of 
eliminating  any  poaslbl*  future  Incantlva  for  tht  private  investor  or  owner  to 
participate  in  federal  houatng  programs « 

At  the  saae  tias,  we  haiiava  opt lone  ehould  be  explored  whereby  the  needs 
of  the  tenants  can  be  net  vhUa  lulntainina  the  legitiaate  rights  of  the 
owners  to  dlipoae  of  thaU  propartia*.  Xr.  Chairaan,  we  look  forward  to 
working  with  aubeo^litaa  BaqLara  end  Staff  in  achieving  this  goal. 

ftillltiwHY  ttiiMlM  rniirrgtUn  Lflgqi 

gaatd  a^   *  1914  atudy.  It  la  eetlaatad  that  the  velue  of  ttie  exlstlni 

la  aa  high  aa  |10  billion.   It  la  aaeaatUl  th«t.  thla  »L«riUUA^t  Invaatqant 
be  preatrved.  With  tha  pravlalon  of  e  eoeperetlvtly  Hodaat  capital 
inprovesent  loan  progru,  bUllona  of  dollare  in  badly  naadad  lav-  add 
aoderete-incoa*  bouaing  atoclt  can  ba  aairtd. 

tlQce  14 7 S  the  AgSOClATlOJf  aad  XIBI  have  been  concerned  with  the  leek  of 
proper  replaceaeat  rastrvas  for  fgdariUy-gMisted  aultifaaily  properties. 
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BUD  haa  aadt  tfforts  in  this  arM,  hovevar,  tha  capital  inproYMnant  naada  ara 
aacalatinc  at  4  npld  r»ta   Vhlla  tbara  aay  ba  othar  aonrcaa  ayailabla  for 
financint  theaa  capital  inproTCBRita,  thay  ara  not  raally  Tlabla  altamatiyaa 
for  thaaa  autaldlKcd  pr&J^cti. 

In  aaauLce,  thora  aloply  la  not  an  adaqnata  aonrca  of  funding  to  praaarra 
tbMBK   nbBldliad  imlta   Pracclcally  cWneia  caimot  pio^lde  total  funding  of 
capital  laprovenenta  vlthOkit  outaidft  financial  aduicas   Conaeauently^  the 
MATIOHAL  ASSOC UI row  or  BEALTOJS*  and  th«  ITraXITUTB  OF  BSAL  ESTATE  NAJUeotFNT 
avppcrt  tbc  concept  of  a  capital  inpTOTemeac  loan  program:  hovevaTj  ve  caiuiot 
support  tie  miltlfmllr  fl?^JlnA  rigBerTAtlq[L.Lffin  provlalon  aa  It  baa  appeared 
In  EDuma  hanalng  aachorl  .atlon  leglslatloa  since  19^4,  and  aa  Lt  1b  currently 
vrlttsn  in  fl,B,  4,  the  Houalog  and  CQnnmnlty  Development  Act  fjf  1987.  W«, 
therftf[>rB>  radpectfull/  sutiult  tht   following  eomneata  to  the  ^tibcotnlttetf  on 
fflor  ipeclflc  provlalona  of  Uila  proposal  contained  in  the  Uouaa  bill. 

Realizing  the  lirdted  financial  reaourcaa  of  ovnara,  the  conatrainta 
placed  on  tha  Tent  Increaaea  In  federallr-aaaiated  projects,  and  tha  limited 
cash  flcv  to  ovnara  cf  thaae  propartlea,  tfe  believe  that  tha  majority  of  tha 
cvnara  vonld  find  It  difficult  to  provide  ■  20-perceiit  dovnpaynent  on  a 
capital  Ibprovement  loan,  Bacauae  of  theaa  conatrainta,  there  will  be  eaaea 
^ere  ownera  will  need  100  percent  of  the  loan  aTailable  from  the  federal 
goTemment . 

We  would  prefer  t.he  elimination  of  any  owner  downpayment  requirement; 
hoi^ever  a  10  &efi:enr  J,qynpayip«^t  on  a  capital  Inprovcmcnt  loan  rathar  than 
the  20  percent  T«qui;'«n<nt  would  he  aor«  reaaonahle.  Also,  the  language 
giving  HDD  the  ahili':?  to  valve  tha  dovnpaynent  raqulrement  ahould  be  added. 

We  do  not  belleV'!  that  the  owner  ahould  be  required  to  maintain  the 
property  as  lav-  and  Doderate-lncane  beyond  the  existing  requirement  s{iecifiod 
Tiy   tbe  ro^Tilatory  a^reeiaent   The  awnei"  vill  be  contrlbtjtltig  to  the  capital 
improTement  coata,  and  haa  made  a  aignif leant  invaatment  in  the  property  for 
current  and  future  reaidenta. 

We  would  prefer  that  the  language  be  altered  so  that  the  owner  is  only 
obligated  to  maintain  ths  lav-  and  moderate-income  nature  of  the  project  until 
the  term  of  the  reRulatary  agreement.  HoweTer,  if  this  cannot  be  accomplished 
we  rf.-%/niiend  the  foH owing: 

"liLiIit  ■-? pltal  Imprgve^ent  loan  la  flpplled  for  by  s  JtLveTi  ovner/flncnt  f?r 
a  ^pMlilc  pippnrty*  the  Ipy-  gad  JMdEiflttTJnEflma.  clmtEtsr  ?f  the  pipIs^ 
^pul*!  ^i  JimlntaifEd  mtU  i:tiE..iMUrlLT  date  vf  tha  capital  LmBrPTcnifint  Igaa." 

For  ^fikiplc,  jui  concept    thia  loon  would  be  a  five  to  iiViii  year 
(short-term)  loan   Therefore  in  this   exunple,  the  low-  and  moderate- Incoue 
character  of  the  project  would  be  extended  from  five  to  aeven  yeard  beyond  the 
current  term  of  the  low-  and  moderate- lacome  nature  of  the  property. 

We  support  the  Secretary  of  EUD  exercising  close  scrutiny  over  the 
project* a  financial  reaources  and  reiiuiring  that  the  owner  make  contributions, 
through  replaciment  reaerraa  and  other  aourcva  toward  tha  provision  of 
project  capital  LBptovencntB   EaweYer  in  determinlsg  the  interest  rate  and 
duratin.  oE   the  loaHj  we  recooaend  that  a  careful  examination  be  made  of  the 
piojecta  ability  to  repay  the  loan.  In  minimizing  the  cost  to  the  federal 
gOTemnent  ve  reconnend  thet  those  projects  which  can  manage  a  higher 
Interest  rate  are  provided   loan  af  this  nature.  The  interest  rate  should  be 
less  than  6  percant  only  In  thoae  cases  where  the  majority  of  tenants  would  be 
affected  by  aignif leant  rent  increases. 

Vblla  vft  realize  the  critical  need  for  the  proposed  legislation  in 
praaervlDg  the  supply  of  low-  and  moderate-lncDme  rental  housing  we  also  want 
to  express  our  concern  about  funding  new  government  piograma  vhlch  may  4dd  to 
the  ever-growing  federal  deficit   Ve  atrongly  recooaend  that  this  Congreva 
consider  I  when  poaaiblet  fedlstrlbuting  existing  nonleA  within  current  or 
prevloua  BDP  approprlatlona  and  recap turea  to  fund  the  Initial  capital 
ImproTement  loan  program  appropriation-  This  action  la  greatly  preferred  over 
appropriating  new  program  monlea   A  dinger  always  exists  that  a  new  prog ram ^ 
despite  its  Initial  loodest  beginnings,  will  over  the  years  grow  into  a  major 
budgeted  program.  We  would  caution  egalast  this  kind  of  a  development. 

TnimiTr  PflrtlclpgtioB 

After  reviewing  H.E.  4,  the  ASSOCIATION  and  IREH  cannot  support  SEC.  244 
of  the  bill,  the  provision  on  tenant  participation  in  multifamily  houaing 
projects,  aa  this  is  clearly  an  addition  to  the  existing  law  as  stated  in  the 
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HqmIm  Mil  nn—imUY  DiTilQMint  Aatndimti  Qf  19781  aictlQn  2Q2fi)fb)  ind 

Tht  proposed  atction  allowa  ttiunta  in  aic.  aoa  houalnt  to  conDonk  npnn 
Tarioua  areaa  in  *ddUion  t&  th«  currtnt  Uw  irtilch  *Uo¥a  t«i*nt»  of  ll£!L*.  .2JU 
iaJLlliid)f3>  Mil  indTflnt  msplBBiBtj  c^r  tpuant*  of  pjr^Jacti  tK»t  h4v^ii  btan 
Mid  aubjtet  to  inTD'ipL*ur*d  or  HUD-hvld  aarttai«  tc  provtdi  co«q«iit4 

It  la  propoaad  that  chaaa  tananta  ba  tllavvd  to  coaaant  upon  tha  tranafar 
of  phyalcal  aaaata,  an  application  for  capital  laprovaaaiit  loan,  md  whar*  tka 
lacratAry  propottt  to  m«u  a  vorCtM*  a«curln«  a  aiultltfanllir  houaln«  projact. 
Thf  i^ropoatd  UniuAi*  mUo  itrUaa  a  praflous  provtalon  Chmr  parnttttd  Cho 
iioratAry  ro  chooaa  yh«th«r  or  not  to  «llov  t«niJiCB  to  conaant  tiy  atAtlnii 
"Vhara  tha  JtCrvEar^  dauw  It  apptoprlata.    Convaravl/  •klatlnc  Uv  mllova 
rcnant  Input  on  ovn^r   r«qti«at*  fvr  rtnt  lncr*aa«a,  partial  ralnMv  of 
ntcurlty  convartlon  at   r*ald4ntial  unlti  tb  ^ny   othtr  ua*a  in^ludtna 
AfiBBareiaL  u«a  or  uaa  *»   a  unit  In  coDdoainiun  or  caoparativa  or  lajor 
tdlvtlcal  aitaration^  ¥a  baliava  that  than  provlalona  conflict  vitK  tha 
prlttclplaa  that  aap^rlaa  tha  righta  o  pritac4  propatty  owjarahip. 

It  la  laportant  to  not  a  that  tht  propoaal  for  Incluaion  of  "ttmafar  of 
pihyaloal  aaaata"  vaa  rtnavtd  fco«  tha  lloualna  Act  of  1^3 a  (via  «a*ndaanta 
l^aaaad  Id  W40   and  that  lanixiai*  apaoifytni*  "uhara  tha  Sacra^ary  i1*biu  it 
4|iproprl«tt"^  vaa  addad  at  than  tl«a.  Thaaa  practical  rhaniaa  vara  tht  raault 
Of  afforta  to  raliava  projtct  tpontorttiLp  oT  tiurdana  that  vould  ba  tlad  to  the 
Banagarial  procaaa. 

Thaaa  raatrlctiona  on  ownara  could  craata  diaincantlvaa  for  tha 
eonatructlon  of  nav  BultlfanUy  projacti  and  may  tvtatuaUy  tfftct  all  fonaa 
«/  Mm  ptoparty.  Additionally  tttcatiaa  nortfata  and  ra^ulitor^  contra«ti  dv 
not  includa  provlalona  for  tanant  participation,  tha  tjkpUuantatlan  f  thli 
•tatuta  i^Ul  hmva  tba  ratroactlva  ffact  of  altarln^  BAuy  ailatlm  contraCtd. 
la   a  tl«a  whan  ta^  rafora  cbaciiaa  and  datarloratlnt  phyalral  condUlona 
alfatdy  hava  had  a  nt«atlvt  ffaet  oa  tha  owhaj^ablp  of  fadarally-aaaUtad 
propartlaa,  w«  racountnd  that  Coatraaa  not  add  dlalooantlyaa  to  tba  ovnarihip 
of  fadarally  aaalatad  propartiai. 

Tha  phraaa  ^vhar*  tha  Sacratary  daaiia  approprlata^*  ahould  ba  laft  at  it 
auirantly  axlata  In  lav.  Va  alao  urga  that  Coiiaraaa  axaiitiia  tba  impact  of  tha 
XjTS  Jldi^alm  A^It  ■•  it  ralataa  ta  tanant  partlclpatloiti  an  tlia  invantory 
bafara  It  ctiantta  tha  cvrrtnt  tanant  partlclpattQn  ItililatLon. 

utM-flAJM  riTiir  mmp  tLimmiMi-iB.  covAusaun-juuuxftoamuKui  usmixi 

Ona  final  mattar  that  tha  AiSOClATlOtt  vould  Ilka  to  provlda  aana  Ittptit   to 
tha  ^utocomilttaa  coneama  tha  liana  of  laad-baaad  paint  hatard  ailml nation  in 
lovaramanc-aaalttad  and  ^ovanvianc-lnaiirad  hoiialn«       Aa  tba  AuticoiitBlttaa 
Mmbar*  ata  probtltly  avara,   tha  LddJ-amil  riJQt  rcrllOhlnt  FrgYdBtlon  AcL  V" 
MiBodad  In  1^3   In  ordar  for  HUS   "to   tatabliah  procadurat    to   tllnliLita,    aa  far 
at  practieabla,  tha  haaafda  of  laad-baaad  paint  polaonlna". 

Wt  balltvt  that  tht  provlalon  ptrtalnln«  to  laad  baaed  paint  haaard 
dllmlutl«fn  In  N,S,    4  could   Inpoat  auhatantUl  coatt  to  proptrty  fiwntra  and 
poiiibly  thrttttn  tht  vlabinty  of  fadarally-aaalatad  BuUlfanlly  havtlna 
prograM  acid  potantlally^   tht  nu  alnilt-faMlly  •ortgait  tnaurtntt  ^roiraM^ 

While  tha  AASOCUTtOM  tppattt  tny  chan«a  that  tubatanttally  thraitana  tha 

continued  ivallabUlty  of  thatt   tvpartant  proaraiaa  to  tha  pvhllij,  Vt  ctrtalnly 
recognise  thai    load  poltonlni   can  bt   a  tar  lout   pubitu  hatUb   probltn  and  that 
lt»d«batad  paint  can.  tiontrlbuTt   to  thlt  probitn  vbtn  Inattttd  by  clilldftn.     To 
furthar  aJdraaa  thlt  probl«n<   HVD  ptomuUtttd ,    U  January  of  tblt  ytar,  natf 
rt|iilaM'>na  wbtch  tatabliah  atrlot  pragrui'tptcif  Ic   ra^ul  ranantt  t<t  tKaltiatt 
Impadlat*  haiarda  aaaofilattd  vlth   laad-bttad  paint.      Thttt    r^gulatjont  vlll 
i»poaa  aubatahclal  flav  coata  to  property  ovntra,   ynt  maintain  tha 
praOE liability  atandard  aatabllahad  imdar  the  Act.      tn  light  or  thU   racatit 
eat  Ion  by  tfUO,  va  balitva  It  both  inapproprlata  and  unneceeeary  for  Congreai 
to  taXa  furthar  action  at  thii  tiae. 


Mr.  Chairaaa,  Z  appreciate  the  opportunity  to  preient  the  ABSOCZATZON'S 
Tiewe  on  theee  key  houoiag  ieeuei,  and  will  be  pleased  to  respond  to  any 
Questions  you  or  the  lubcomaittee  msy  luve. 
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CAl  IF-ORNIA  ASSC^C 


March   11,   1987 


The  Honorable  Henry  Gonzales 

Chairman,  Housing  and  Community  Development  Subcommittee 

Banking,  Finance  and  Urban  Affairs  Committee 

2413  Rayburn  House  Office  Building 

Washington,  D.C.  20515 


Dear  Congressman: 


The  California  Association  of  REALTORS*  respectfully  submits  the 
attached  testimony.  In  conjunction  with  that  submitted  by  the  National 
Association  of  REALTORS*,  to  the  House  Subcommittee  on  Housing  and 
Community  Development.   We  request  that  this  testimony  on  HR4  and 
other  mortgage  credit  Issues  be  made  a  part  of  the  Hearing  Record  of 
March  12,  1986. 

Thank  you  very  much  for  the  opportunity  to  express  our  concerns  on 
these  Important  Issues.   Should  you  require  any  further  Information, 
please  do  not  hesitate  to  contact  Joel  Singer  at  (213)  739-8269. 


Sincerely, 


^' 


ack  Paulson 
President 
California  Association  of  REALTORS* 


JP:hgb 
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Written  Tettliiony 
to  the  House  Subcoiiiilttcc  on  Housing  and  Community  Dovolopmont 

of  tho  Committee  on  Banking,  Finance  and  Urban  Affairs 

on  tho  Subject  of  the  Subcommittee's  Consideration  of  HR4 

and  other  Related  Housing  Credit  Issues 

submitted  by  Jack  Paulson,  President 

California  Association  of  RFALTORS* 

I.  Introduction 

As  President  of  the  California  Association  of  REALTORS*  --  a  statewide 
trade  association  representing  115,000  real  estate  licensees  In  thp 
state  of  California  --  I  am  grateful  for  the  opportunity  to  present 
our  perspectives  on  the  proposed  Omnibus  Housing  Rill,  H.R.4.   This 
document  will  also  touch  on  1988  budget  proposals  for  the  federal 
housing  credit  programs,  as  well  as  on  related  provisions  under 
consideration. by  Congress.   This  testimony  Is  submitted  In  conjunction 
with  and  in  support  of  that  presented  by  the  National  Association  of 
REALTORS*.   The  business  activities  of  our  membership  Involve  the 
brokerage  of  real  property  as  well  as  assisting  buyers  In  the  process 
of  locating  financing  sources.   It  Is  this  business  focus  that 
motivates  C.A.R.'s  active  Interest  In  proposed  changes  to  the  FHA  and 
other  vitally  Important  housing  credit  programs. 

II.  HR  4 

A.  FHA  Provisions 

As  the  Subcommittee  is  well  aware,  19fl6  proved  to  be  one  of  the  most 
turbulent  years  yet  experienced  by  the  FHA  in  Us  B2  year  history. 
Lending  activity  reached  record  levels  due  both  to  declining  interest, 
rates  and  more  stringent  underwriting  guidelines  Imposed  by 
conventional  lenders.   Simultaneously,  the  agency  found  Itself  under 
repeated  attack  from  forces  seeking  to  curb  Its  Involvement  In  the 
mortgage  market.   The  repeated  lapses  of  credit  and  operating 
authority.  Internally  Imposed  restrictive  operational  changes 
contained  In  mortgagee  letters,  and  other  attempts  to  undermine  this 
crucially  Important  housing  program  must  be  rejected. 

C.A.R.  Is  deeply  concerned  over  these  recent  attempts  to  reduce  the 
operational  scope  of  FHA,  given  the  critical  role  the  FHA  plays  in 
California's  housing  market.  As  private  lenders  and  secondary  market 
Investors  substantially  tightened  underwriting  guidelines  over  the 
past  year  and  a  half,  the  FHA  and  VA  programs  moved  In,  providing 
thousands  of  first-time  and  moderate-Income  homebuyers  with  the  only 
viable  source  of  affordable  mortgage  credit.  According  to  C.A.R. 
data,  the  FHA,  In  conjunction  with  the  VA,  Increased  Its  share  of 
newly-originated  mortgages  In  California  from  16  percent  In  1984  to  24 
percent  In  1986,  despite  the  presence  of  statutory  loan  limits  that 
restrict  the  usaae  of  the  FHA/VA  programs  In  the  state's  hiah  priced 
housing  market  (in  1986,  the  California  median  home  price  of  $131,530 
exceeded  the  nationwide  median  by  nearly  65  percent). 

The  vital  Importance  of  the  FHA  program  becomes  even  more  salient  whon 
presented  In  tandem  with  the  financial  profile  of  the  state's  FHA 
homebuyers  in  19B6,  The  median  Income  of  FHA  homobuyers  was  nearly 
$17,000  less  than  that  of  buyers  using  conventional  financing.  In 
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addition,  these  noderate-lncome  homebuyers  were  able  to  secure  the 
dream  of  honeownership  by  taking  advantage  of  lower  contract  Interest 
rates,  lower  downpayments  and  substantially  higher  loan-to-value 
ratios  available  with  FHA  assisted  housing  credit.   Finally,  and 
perhaps  most  Importantly,  fully  62  percent  of  all  newly-originated  FHA 
mortgages  were  for  first-time  buyers,  compared  to  only  34  percent  for 
all  newly-originated  conventional  mortgages. 

Newly-Originated  Cow¥eiit1«na1  vs.  FHA  Hortflages;   1986 
Characteristic  Cowveiitlonal  FHA 

Median  Interest  Rate  10.25%  9.5% 

Median  Loan  Amount  $118,020  $78,000 

Median  Sales  Price  $149,997  $83,250 

Median  Downpayment  $30,800  $5,000 

Median  Loan-to-Yalue  Ratio  79.9%  94.4% 

Proportion  of  First-Time  Buyers  34.5%  62.3% 

Median  Annual  Household  Income  $52,900  $36,000 

Clearly,  the  homeownershlp  dreams  of  thousands  of  California 
homebuyers  would  not  have  been  attained  without  the  existence  of  an 
active  and  viable  FHA.   These  statistics  illustrate  the  vital  role 
that  the  FHA  mortgage  Insurance  program  serves  In  assisting 
California's  first-time  and  moderate-Income  homebuyers.   The  market  . 
segment  served  by  FHA  Is  composed  of  those  whom  are  most  affected  by 
the  state's  acute  housing  affordablllty  problem.   In  view  of  the 
fundamental  Importance  of  this  program  to  the  state,  C.A.R.  Is 
extremely  concerned  about  any  and  all  proposals  that  would  severely 
constrain  the  FHA's  presence  In  the  home  mortgage  market. 

1.  FHA  Credit  and  Operating  Authority 

As, we  are  only  too  aware,  the  FHA  was  forced  to  shut  down  six  times  In 
fiscal  year  1986  as  the  program's  national  Importance  and  high  public 
visibility  was  used  as  "bait"  to  secure  passage  of  unrelated 
legislation.   These  repeated  expirations  of  FHA's  credit  and  operating 
authorities  proved  disastrous  for  a  mortgage  market  already  burdened 
by  unprecedented  loan  volume,  and  forced  needless  delays  and 
additional  costs  on  hundreds  of  thousands  of  homebuyers  nationwide. 
In  1987,  the  FHA  Is  unlikely  to  be  subject  to  such  political 
maneuverlngs ;  however,  C.A.R.  Is  extremely  concerned  about  the 
prospects  for  further  shutdowns  In  fiscal  year  1988. 

The  Administration's  FY  1988  budget  proposes  to  reduce  FHA's  credit 
celling  from  $100  billion  to  $70  billion  In  1988.   This  proposal  falls 
far  short  of  HUD's  projections  for  the  Insurance  authority  necessary 
to  meet  forecasted  demand.   This  sharp  reduction  In  the  credit  celling 
would  once  again  subject  the  FHA  to  the  specter  of  repeated 
shutdowns.   Moreover,  FHA  is  also  facing  expiration  of  Its  operating 
authority  at  the  end  of  the  current  fiscal  year. 

Given  the  myriad  of  costly  market  disruptions  that  occur  when  the  FfIA 
has  to  cease  operation,  and  in  light  of  the  projected  strong  demand 
for  the  agency's  services,  C.A.R.  strongly  recommends  that  the  agency 
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b»  Qlvtn  a  lonq-tTm  or  ptrmanent  fxtenilon  of  opTatIng  authority  and 
lufficient  credit  aMthorUy  to  optratt  without  interruption.  TF# 
Association  supports  HRIZZB  which  would  establish  the  ptrmanent 
extension  of  FHA  operating  authority.   For  FY  1988,  we  recommend  that 
the  agency's  credit  authority  be  set  at  $100  bllHon.   Together,  these 
measures  would  reduce  the  agency's  exposure  to  those  who  wish  to  use 
It  as  a  political  "football'  and  provide  adequate  funding  to  eliminate 
the  potential  for  future  shutdowns  In  any  Interest  rate  environment. 

2.  MIP  Increase 

The  California  Association  of  REALTORS*  has  adamantly  opposed  the 
recurrent  efforts  of  the  Administration  to  Increase  the  mortgage 
Insurance  premium  (MIP)  on  FHA  single-family  home  mortgages  from  3.8 
percent  to  5  percent.   Not  only  Is  such  a  fee  Increase  entirely 
unnecessary  to  holster  the  actuarial  soundness  of  the  FHA  Insurance 
fund,  It  will  have  only  minimal  effectiveness  In  reducing  the  budget 
deficit.   In  addition,  this  fee  Increase  will  exact  a  tax  on 
California's  first-time  and  moderate-Income  homebuyers  of 
approximately  $144  million  In  FY  1988  alone  (based  on  an  estimated 
150,000  FHA  loans  In  California  In  1988,  and  a  median  HIP  Increase  of 
$960). 

The  Association  commends  the  House's  past  opposition  to  this 
unwarranted  proposal,  and  supports  legislation  that  would  cap  the  FHA 
mortgage  Insurance  premium  at  3.8  percent.   In  fact,  C.A.R.  believes 
that  the  current  level  of  FHA  reserves  could  actually  warrant  a 
reduction  In  FHA  insurance  premiums. 

3.  Investor  Loans 

Last  year,  the  House  adopted  a  prohibition  on  FHA  Investor  loans. 
Similarly  the  Administration's  FY88  budget  proposes  legislation  that 
would  limit  FHA  Insurance  to  principal  residences  only.   C.A.R. 
believes  that  the  exclusion  of  Investor  and  second  homes  from  this 
program  Is  a  drastic  and  unnecessary  response  to  the  fraud  and  abuse 

Rroblems  experienced  in  the  FHA  single-family  program.   Although  the 
Ighest  Incidence  of  recent  claims  losses  has  been  In  the  Investor 
program,  the  agency  has  already  implemented  many  of  the  corrective 
recommendations  proposed  by  the  HUD  Task  Force  assigned  to  study  the 
problem.   C.A.R.  believes  that  the  problems  of  fraud  and  abuse  in  FHA 
single-family  program  can  sharply  be  reduced  by  recently  Implemented 
enforcement  procedures,  and  that  legislative  action  to  reduce  the 
scope  of  the  FHA  program  Is  entirely  unwarranted. 

Moreover,  the  vital  role  played  by  FHA  In  the  single-family  rental 
market  should  not  be  overlooked.  Approximately  one-third  of  all 
renters  Hvt  in  single-family  homes,  and  a  significant  number  of  these 
rental  homes  remain  viable  Investment  properties  as  a  result  of  the 
availability  of  FHA  Insurance.   Eliminating  FHA  investor  loans  would 
choke  off  the  supply  of  this  type  of  housing,  forcing  many  renters, 
especially  those  with  larger  families,  to  endure  the  cramped 
conditions  of  multlfamlly  housing. 
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4.  Restrictions  on  Assuwabil ity  of  FHA  Mortgages 

The  first  and  perhaps  the  most  serious  threat  to  the  long-term 
viability  of  the  FHA  program,  was  a  fundamental  change  In  the  FHA 
mortgage  Instrument  that  has  eliminated  the  full  assumablllty  of  FHA 
loans.   Specifically,  effective  December  1,  1986,  HUD  now  requires  all 
homebuyers  assuming  an  FHA  loan  within  two  year^  of  Its  endorsement  by 
FHA,  or  within  two  years  of  a  prior  assumption,  to  undergo  a  full 
credit  check  and  meet  the  same  underwriting  criteria  as  new 
borrowers.   This  provision  has  resulted  In  an  effective  due-on-sale 
clause  on  FHA  mortgages,  eliminating  what  has  been  one  of  the  most 
Important  features  of  the  FHA  mortgage  for  more  than  50  years.   The 
full  assumablllty  of  FHA  loans  facilitates  honeownership  during 
periods  of  high  Interest  rates,  and  often  represents  the  only  viable 
source  of  financing  for  thousands  of  homebuyers.   In  addition,  full 
assumablllty  may  actually  serve  to  reduce  default  risks  to  the  FHA 
Insurance  fund  by  facilitating  the  sale  of  homes  by  homeowners  facing 
economic  hardships. 

Thus,  the  recent  restrictions  on  assumablllty  are  likely  to  have  the 
perverse  effect  of  Increasing  default  risks  to  the  FHA  Insurance  fund, 
while  at  the  same  time  knocking  thousands  of  potential  homebuyers  out 
of  the  market.   Many  first-time  and  moderate-income  homebuyers  will 
have  difficulties  paying  the  $500  credit  check  fee  permitted  under  the 
new  guidelines.   This  problem  will  be  particularly  severe  In 
California,  where  downpayment  and  closing  cost  requirements  are 
already  burdensome.   Moreover,  because  current  guidelines  Impose  no 
time  limits  for  the  approval  of  potential  assumptors,  the  restrictions 
on  assumptions  will  force  costly  delays  on  homeowners  who  seek  relief 
from  economic  hardships  by  allowing  their  FHA  loans  to  be  assumed. 

C.A.R.  strongly  supports  N.A.R.'s  proposal  to  legislatively  roll  back 
this  policy  change.   Moreover,  C.A.R.  urges  that  any  future  regulatory 
changes  of  this  magnitude  be  subject  to  legislative  approval. 

5.  Increase  In  FHA  ARM  Volume  Cap 

HR  4  proposes  to  Increase  to  twenty  percent  the  FHA-ARM  allocation. 
C.A.R.  supports  this  only  with  specific  language  stating  that  this 
allotment  is  not.  In  any  way.  Intended  to  limit  the  volume  of 
fixed-rate  loans  that  FHA  insures.   As  a  further  approach,  C.A.R. 
urges  Congress  to  proportionately  increase  the  overall  level  of  FHA 
credit  authority. 

B.   Secondary  Mortgage  Market  Proposals 

1.  User  Fees  on  FNMA/FHLMC 

There  have  been  repeated  attempts  during  the  last  several  years  by  the 
administration  to  impose  user  fees  on  federal  housing  credit 
programs.   Last  year  in  its  FY87  budget  proposal,  the  Administration 
proposed  user  fees  oT  10  basis  points  on  FNMA  debt  issues  in  1987, 
with  further  increases  to  30  basis  points  in  1988,  and  50  basis  points 
in  1989.   Additionally,  FHLMC's  and  FNMA's  mortgage-backed  securities 
would  have  had  a  5  basis  point  fee,  rising  to  10  basis  points  in  1988 
and  15  basis  points  in  1989.   It  was  also  proposed  that  GNMA's 
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guaranty  fee  be  raised  from  the  current  six  basis  points  to  twenty 
basis  points  by  1988.   The  cost  of  these  user  fees  would  be  passed  on 
to  homebuyer  In  the  form  of  higher  Interest  rates  In  the  primary 
market.   It  has  been  estimated  that  the  combined  effect  of  these  user 
fees,  when  fully  implemented,  would  be  to  raise  mortgage  rates  by  1/2 
of  one  percent,  slash  housing  starts  by  50,000  units  per  year,  and 
reduce  home  sales  by  100,000  units  per  year. 

Clearly,  user  fees  on  government-sponsored  enterprises  are  seen  by 
some  as  a  first  step  towards  the  goal  of  privatization  of  these 
entitles.   C.A.R.  has  a  consistent  record  of  opposing  the  Imposition 
of  any  new  or  Increased  user  fees  on  federal  housing  credit  programs. 
While  the  FY8B  budget  proposal  does  not  Include  user  fees  for 
FNMA/FHLMC,  these  Issues  have  not  disappeared.   Last  June  the  House 
passed  a  streamlined  version  of  the  omnibus  housing  bill,  HR  1,  which 
would  have  prohibited  user  fees  charged  to  FNMA  or  FHLMC  for  Issuances 
of  securities  or  debt. 

C.A.R.  endorses  the  legislative  prohibition  on  new  or  Increased  user 
fees  contained  In  HR4.   These  charges  are  unwarranted  and  would 
adversely  Impact  both  our  state's  economy  and  thousands  of 
homebuyers  If  Imposed.   Moreover,  user  fees  simply  represent  a  tax 
Increase  differing  In  name  only. 

2.   GNMA  Fees 


Recently,  the  Administration  also  attempted  to  raise  fiNMA's  share  of 
Its  50  basis  point  fee  from  six  to  ten  basis  points.   The  higher  fee 
was  purportedly  necessary  to  boost  GNMA's  reserve  fund,  but  by  most 
estimates  GNNA's  reserves  are  more  than  adequate--1n  17  years  the 
agency  has  suffered  losses  of  only  $10.6  million,  and  currently 
maintains  reserves  In  excess  of  $1.35  billion.   This  unnecessary 
Increase  would  have  actually  only  served  to  further  restrict  the 
availability  and  af fordabll Ity  of  both  FHA  and  VA  loans.   It  has 
estimated  that  a  fee  hike  of  this  nature  would  result  In  an  Increase 
of '$189  on  an  average  FHA  loan  of  $65,000  -  $70,000. 

In  addition  to  forcing  Increased  costs  on  first-time,  moderate-Income 
and  veteran  homebuyers,  the  fee  Increase  would  also  squeeze  profit 
margins  for  lenders,  forcing  some  to  reduce  FHA/VA  lending  activity  or 
withdraw  from  the  government-backed  loan  market  altogether.   The 
Mortgage  Bankers  Association  notes  that  not  all  of  the  Increased  costs 
will  be  passed  along  to  FHA/VA  homebuyers  because  of  competition,  and 
the  larger  the  proportion  that  the  lender  must  assume,  the  greater  the 
Incentive  for  the  lender  not  to  write  FHA/VA  loans.   On  the  other 
hand.  If  the  majority  of  the  cost  Is  passed  on  to  homebuyers,  the  GNHA 
fee  Increase  would  have  added  another  $35-40  million  to  the  housing 
taxes  Imposed  on  FHA  and  VA  homebuyers  by  various  budget  proposals  and 
operational  changes. 

Although  the  Administration  rescinded  this  proposal,  C.A.R.  opposed 
any  future  attempts  to  raise  revenues  through  taxes  on  FHA/VA 
homebuyers.  We  recommend  that  Congress  prohibit  future  GNMA  fee 
Increases.  Furthermore,  the  Association  believes  that  any  future 
proposed  Increases  be  subject  to  legislative  approval.   It  Is 
Imperative  that  these  policy  changes  be  open  to  public  scrutiny  and 
comments. 
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III.  FY1988  Budget  Proposals 

A.  FHA  Related  Proposals 

The  Administration's  FY1988  budget  proposals  touch  on  several  of  the 
Issues  discussed  earlier  In  this  testimony.   In  addition  to  the  HIP 
Increase  and  proposals  to  reduce  FHA's  credit  authority ,' the 
Administration  has  offered  several  other  Initiatives  designed  to 
drastically  reduce  the  scope  and  effectiveness  of  the  FHA  program. 
Proposals  for  legislation  would: 

*  Require  at  least  a  5  percent  minimum  downpayment  for  families 
earning  $40,000  per  year,  and  Implement  a  sliding  scale  of 
Increased  downpayments  for  higher  Incomes. 

*  Preclude  the  financing  of  closing  costs  In  the  FHA  mortgage 
amount. 

•  Eliminate  the  one  percent  cap  In  lender  origination  fees. 

•  Use  conventional  underwriting  criteria  to  qualify  FHA 
appl Icants. 

1.  Hinlmum  Downpayment  Requirements 

C.A.R,  believes  that  the  proposal  for  Increasing  the  downpayment 
requirement  for  families  earning  $40,000  or  more  Is  entirely 
unwarranted.   Although  the  Administration  claims  that  this  proposal  is 
necessary  to  eliminate  unfair  competition  between  FHA  and  private 
mortgage  Insurers,  the  comparltlve  profile  of  FHA  versus  conventional 
homebuyers  presented  earlier  clearly  Illustrates  that  the  market 
segment  served  by  FHA  Is  fundamentally  different  from  that  served  by 
private  mortgage  Insurers.   These  programs  are  not  substitutes, 
particularly  In  high  cost  markets  such  as  California  where 
affordablllty  problems  are  acute  even  for  prospective  homebuyers 
earning  In  excess  of  $40,000.   For  many  California  homebuyers,  the  FHA 
Is  the  only  source  of  low-downpayment  mortgage  credit.   It  must  also 
bei  emphasized  that  these  higher  Income  borrowers  help  to  mitigate  the 
risk  posed  by  Insuring  lower  Income  borrowers,  thus  keeping  the  FHA 
Insurance  fund  operating  on  a  self-supporting,  actuarially  sound 
basis. 

2.  Closing  Costs 

The  proposal  to  eliminate  the  financing  of  closing  costs  over  the  life 
of  the  loan  would  Increase  the  cash  requirements  for  the  FHA  homebuyer 
dramatically.   Although  the  proposal  does  not  go  so  far  as  to  prohibit 
the  financing  of  the  mortgage  Insurance  premium  as  In  FY  1987       ^*' 
proposals.  It  would  nevertheless  Increase  the  cash  required  to  close 
an  FHA  loan  for  the  typical  California  homebuyer  by  more  than  $2,000. 
Py  Increasing  the  cash  required  to  close,  the  proposal  literally 
closes  the  door  on  homeownership  for  thousands  of  California's 
moderate-Income  and  first-time  homebuyers  for  whom  the  FHA*s  low 
downpayment  financing  program  Is  crucial. 
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The  Adpf^lstratfew's  ri^^r^sal  t9  ce»f9rii»  FMA  w^r»(^r«rv|t»9  crit^^ria^  ^qi 
cofiventlewal  nurlet  stsn^ar^s  ts  ftrwly  »^r»se4  ^jr  C.i^.%.   1*»9  CM-rr^rkt 
c-  '-  n  v»#er«rltti»9  FNA  loaits  is  a  39  ^erce^^  )»9^i*si«9 

expefise-to-f nc9iie  ratfo  wttH  a  lon^-tem  <le^t-t9- tncoji^  ra^lto  q.*    &3k 
percefit.   Conventf onal  lenders  cvrrently  use  «  <lrastUakHx  ta^fr  ^&/3b3^ 
standard  for  1ow-downpajff>ent  loans,  .  Conceived  witli  tkie  iAtfA|i»»  o^f 
further  rendering  the  FHA  nore  coapetitive  witti  iHe  private  sector, 
this  proposal  Is  by  far  the  Most  counterproductive  advanced  yel.  \\ 
alters  the  fundawental  tenet  of  the  FNA  prograa,  which  is  lo  provide 
affordable,  low-downpaynent  aortgage  financing  to  first-tiae  and 
noderate-lncome  honebuyers  who  cannot  qualify  in  the  conventionai 
market. 

This  proposal  would  preclude  a  substantial  number  of  potential 
homebuyers  from  ever  achieving  their  homeownershlp  dreams,  and  would 
be  particularly  disastrous  In  California's  high-priced  housing 
market.  As  Illustrated  earlier,  California  FHA  borrowers  earn 
substantially  less  Income  than  those  in  the  conventional  market,  and 
purchase  homes  In  a  high-priced  market  that  forces  them  to  assume 
larger  amounts  of  debt  than  the  rest  of  the  nation's  FHA  buyers.   This 
pushes  them  to  the  limit  of  the  current  FHA  underwriting  standards. 
C.A.R.  urges  that  this  proposal  be  vigorously  opposed  by  Congress  and 
that  no  changes  be  made  to  FHA  underwriting  criteria  that  are  contrary 
to  the  expressed  purpose  of  the  organization. 

5.   Summary  of  Budget  Proposals  for  FHA 

It  has  been  estimated  that  the  combined  effect  of  these  proposals 
would  Increase  the  cash  requirements  to  close  an  FHA  loan  by  $$,000. 
In  California,  high  housing  costs  would  boost  the  cash  demands  Off 
hoaeheyers  evee  farther.   In  conjunction  with  the  proposed  Imposition 
of  ceavewt  **tX   debt-to-income  underwriting  ratios,  tke99   profr*m 
Chanfes  twn  4   revfi'  :lie  FHA  entirely  eeatle  to  serve  precisely  those 
Individuals  r*r  ^m^m   t»«  program  was  developed- -first -time  aed 
moderetc^tac^om*  fr^frri.   Although  the  Adwlelstrat^o*  claims  t^at  t^e 
FHA  «if«1r  f-  't«vp4^*«5  iHt*  private  mortgage  1«»sii^er$,  tt^cse  projpolaU 
1S9P  4  y— let  '•>*■  F#i*  ^••iMP  servlfig  Its  i^teivded  market   a«d  wov'd 
actvellj  «*rc«  t**  ***  -r   -  ^.-^*.t  fur  t4*e  s— le  t-c*Towe«-5  c^rre^icl/ 
served  ^  ><<^'»wpere  i^v^  map  c  ce»a  ««vd  ♦li'^er  i^vc^eies. 

Cl«*rlf*  t4ir^^  }*•*  »■!>>»  ff>ra»Q««l5  for  f^   ere  tes«d  4»r  #  ^sfr€   «4> 
f*Wim  «C«W-4pvm  4*ff  '«««##  #*•«  «ffecti»«fves5  o^  t^^s    w^ta'^   pr€^**, 
atiti  twt  **  ***  ^.fc*.**- *^**o^-r  -r  y-^.^.i^i  «f»eV5i5.   5'  t>hese 

pri>piysel5  #*-♦  ^i^y^^  ^  m0v^^   r«^iill  if  ^t*»e  >fie  'Ac<>f» 

pri«rapti5i«l-i<>r  -p*  <-rt^  ,  #  ^i^^r   ^^^ftf  st»i»0ft  t»¥  tf^s  .Afler>-s<:r^.^4>r. 
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C.A.R.  commends  Congress  for  Its  past  rejection  of  these  restrictive 
and  unwise  proposals,  and  urges  continued  resistance  to  any  efforts 
designed  to  scale  down  or  eliminate  this  vitally  Important  program 
which  has  been  the  foundation  of  'federal  policies  that  have  helped 
millions  of  Americans  achieve  the  dream  of  homeownershlp. 

B.  Seconderjf  Nerket  Proposals 

C.A.R.  opposes  the  Administration's  proposal  to  limit  the  sizes  of 
mortgages  available  for  purchase  by  FNNA  and  FHLMC  to  the  lesser  of 
$153,100  or  the  75th  percentile  of  all  home  sales  In  the  specific 
market.   This  proposal  would  Increase  housing  costs  as  well  as  disrupt 
the  secondary  market.   FNMA  has  estimated  that  the  average  limit  under 
the  proposal  would  drop  by  22  percent  to  $119,600,  with  the  reduction 
In  certain  markets  exceeding  40  percent.   These  proposed  changes  come 
at  a  time  when  the  public  secondary  mortgage  market  has  taken  on 
Increasing  Importance.   Experts  contend  that  private  mortgage  conduits 
would  be  unlikely  to  fill  gaps  In  economically  distressed  areas  as 
well  as  the  low-density  areas  that  FNMA  and  FHLMC  would  be  restricted 
from  serving.   Moreover,  these  experts  believe  that  the  creation  of 
different  maximum  mortgage  amounts  for  each  market  would  disrupt  the 
unity  and  efficiency  of  the  national  mortgage  market. 

Nowhere  would  th^  Impact  be  as  adverse  as  In  California,  where  home 
prices  exceed  the  U.S.  median  by  60  percent.  As  described  earlier, 
the  prices  in  the  California  housing  market  deviate  widely  from  the 
rest  of  the  country.  C.A.R.  predicts  that  this  trend  will  continue 
with  home  prices  continuing  to  be  significantly  higher  than  the  rest 
of  the  country  well  Into  the  year  2000.  Not  only  would  California 
homebuyers  be  severely  restricted  by  the  mortgage  celling  but  would 
suffer  from  the  differential  between  Its  mortgage  markets  and  other 
states'  mortgage  markets. 

IV.   Other  Issues 

C.A.R.  would  like  to  take  this  opportunity  to  address  other  pressing 
Issues  that  are  pertinent  to  the  efficient  and  effective  operation  of 
th&se  housing  credit  and  secondary  mortgage  market  agencies. 

A.   Increase  In  FHA  Loan  Limits 

As  was  detailed  earlier,  California  FHA  homebuyers  are  severely 
restricted  by  the  current  high-cost  area  loan  limit  of  $90,000. 
C.A.R.  notes  that  the  base  limit  and  high  cost  calculation  have  not 
been  altered  since  1979,  while  home  prices  In  the  state  have 
appreciated  by  nearly  60  percent  since  that  time.   Until  this  limit  Is 
Increased,  participants  in  the  program  will  find  themselves  with  a 
highly  limited  market  from  which  to  choose.   The  loan  limit  not  only 
restricts  the  number  of  homes  available  for  purchase  with  an  FHA  Loan, 
but  also  causes  severe  geographical  distortions  due  to  the  substantial 
variation  in  home  prices  In  various  regions.   The  af fordabi 1 1 ty 
problems  are  greatest  in  coastal  urban  centers,  and  yet  the  FHA 
program  Is  almost  entirely  unable  to  assist  first-time  and  moderate 
income  buyers  in  these  markets.   Median  existing  housing  prices  In  the 
San  Francisco  Bay  Area  were  $163,255.   Los  Angeles  registered  a  median 
price  of  $131,584,  San  Diego  recorded  $118,273,  and  Orange  County 
recorded  $152,857,   Clearly  FHA  buyers  in  California  are  priced  out  of 
the  market. 
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B.  Exttnslon  of  tht  Stcondary  Nortgage  Marktt  Enhanctmtnt  Act 

C.A.R.  also  supports  extension  of  Title  II  of  the  Secondary  Mortgage 
Market  Enhancement  Act,  which  grants  FNMA  and  FHLMC  authority  to 
purchase  second  mortgages.   Due  to  sunset  September  30,  1987,  this 
provides  these  agencies  with  flexibility  to  respond  to  market 
changes.   In  times  of  rapidly  rising  interest  rates,  second  mortgages 
provide  buyers  with  an  Important  source  of  financing  homeownershlp. 
In  1982,  48  percent  of  all  financing  arrangements  In  California 
Involved  some  form  of  Junior  lien.   Although  In  1986  Interest  rates 
were  at  low  levels,  8  percent  of  all  financing  arrangements  In  1986 
Involved  this  type  of  transaction. 

Thus,  C.A.R.  calls  for  long-term  extension  of  this  authority  so  that 
these  agencies  can  retain  their  ability  to  respond  to  homebuyers' 
needs  In  an  adverse  Interest  rate  environment. 

C.  National  Housing  Policy 

C.A.R.  Is  highly  alarmed  over  these  repeated  attempts  to  reduce  and 
render  Impotent  these  vital  housing  assistance  and  secondary  mortgage 
market  agencies.   In  recognition  of  their  vital  Importance  to  the 
state  and  the  nation  as  a  whole,  C.A.R.,  In  conjunction  with  N.A.R., 
MBA,  and  NAHB,  appeals  to  Congress  to  develop  a  formal  National 
Housing  fo|1cy  In  order  to  provide  a  reasoned  framework  which  will 
address  this  nation's  housing  needs  In  a  coherent,  cogent  and 
continuous  manner.   The  policy  constitutes  a  long  overdue 
crystallzatlon  of  the  government's  commitment  to  housing.   By  enacting 
such  a  policy  Congress  will  be  acknowledging  the  need  for  these 
agencies  to  serve  the  moderate-Income  and  first-time  buyers  whose 
housing  needs  are  largely  Ignored  by  the  private  sector.   And  only  by 
enacting  such  a  policy  will  Congress  be  acknowledging  that  the  vital 
role  of  the  federal  government  In  housing  should  not  be  administered 
In  the  piecemeal,  disjointed  and  seemingly  contradictory  manner  that 
It  has  been. 

v.*  Conclusion 

The  California  Association  of  REALTORS*  appreciates  this  opportunity 
to  submit  testimony  on  the  proposals  to  address  the  nation's  housing 
needs.  We  urge  that  the  Issues  raised  In  this  letter  be  adequately 
addressed  In  the  final  legislation  reported  to  the  Committee  on 
Banking,  Housing  and  Urban  Affairs. 
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City  of  Detroit  ExecuUve  Office  Coleman  A.  Young,  Ma/yor 

I 


STATEMBar  OF 

THE  HONORABLE  COLEMAN  A.  YOUNG, 

MAYOR,  CITY  OF  DETROIT 

CONCERMINO  THE  READTHORIZATION  OF 

COMMUNITY  DEVELOPMENT  BLOCK  GRANTS 

AND 

URBAN  DEVELOPMENT  ACTION  GRANTS 

SUBMITTED  TO  THE 

BOUSE  SUBCOMMITTEE  ON  HOUSING  AND  COMMUNITY  DEVELOPMENT 

OF  THE 

COMMITTEE  ON  BANKING,  FINANCE,  AND  URBAN  AFFAIRS 


March,  1987 
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Mr.  Chairman,  and  Maabars  of  tha  Subcoamittaa  on  b^alf  of 
tha  City  of  Datroit,  Mayor  Colaaan  A.  Young  ■utalta  this  taatl- 
Bony  for  tha  racord  in  support  of  tha  raauthorlsation  of  housing 
and  community  davalopmant  programs.  Tha  City  of  Datrolt  supports 
a  thraa  yaar  authorization  of  tha  Community  Davalopmant  Block 
Grant  (CDBQ)  program  at  tha  full  funding  laval  of  $3.4  billion. 
Tha  City  also  supports  tha  continuation  of  tha  Urban  Davalopmant 
Action  Grant  (UDAO)  program  at  tha  funding  laval  of  $440  million. 

CDBG  and  UDAG  ara  assantlal  programs  lAilch  hava  brought  about 
significant  community  davalopmant  activitias  and  stimulatad  aco-> 
nomic  growth  and  davalopmant  in  Datrolt.  Thasa  ara  important 
programs  that  must  racaiva  strong  commitmant  and  support  from  tha 
Fadaral  govarnmant.   In  Datrolt  tha  programs  ara  targatad  to 
banaf it  low/modarata  incoma  parsons  and  banaf its  that  pool  of 
racipiants  spacifically,  Whila  banafiting  tha  City  as  a  Whola. 

Datrolt  has  axpariancad  an  aconomic  doimturn  ovar  tha  past 
savaral  yaars.  Tha  crisis  in  tha  automotiva  industry  laft  tha 
City  in  dira  straits.  Through  tha  usa  of  fadaral  monay,  such  as 
CDBG  and  UDAG,  tha  City  has  baan  abla  to  divarsify  its  aconomy 
and  bagin  turning  its  aconomy  around.  Thasa  ara  aconomic 
programs  that  maan  a  lot  to  tha  City  and  thay  hava  achiavad  thair 
intandad  goals. 

Historically,  tha  Fadaral  govarnmant  has  baan  turnad  to  for 
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assistance  in  timmm  o£  eriaia.  Thara  ia  a  eriaia  in  eitiaa 
acroaa  tha  nation  today.  Bopafally  thara  will  cobm  a  day  Whan 
eitiaa  do  not  hava  to  raly  VKpan  Fadaral  aaaiatanca  prograna,  hut 
that  day  ia  not  hara.  Datroit  naada  thaaa  prograna  to  ravitalisa 
and  auatain  ita  aconoay. 

Projacta  undartakan  in  Datroit  throu^  CDBO  and  UDAG  hava 
givan  pappla  hppa  during  thaaa  roo^  acononie  tiaaa.  Thaaa  pro- 
graaa  hava  brou^t  houaing  downtown  to  a  onca  arodad  innar-core 
of  tha  City.  Thay  hava  alao  halpad  to  craata  naw  induatriaa  in 
Datroit. 

Fadaral  aupport  for  tha  CDBO  progran  haa  daclinad  aignifi- 
cantly  ovar  tha  paat  aavaral  yaara.  Datroit  haa  aaan  a  continued 
reduction  of  ita  CDBO  antitlanant  ainca  1980.  In  fiacal  yaar 
1980,  Datroit  waa  allocated  $64  Billion.  The  City' a  fiacal  year 
1986  allocation  waa  $43  Billion.  Thia  rapreaenta  a  thirty-three 
(33)  percent  or  $21  Billion  reduction  in  juat  aeven  yeara.  We 
recently  had  to  raly  on  $7.6  Billion  froa  an  already  linitad 
general  fund  for  aeveral  prograaa  noraally  funded  with  CDB6 
Bonies.  Thoae  City  prograaa  that  have  been  cut  to  ad  juat  for 
CDB6  funding  decreases  directly  affect  people. 

The  Adninistrat ion's  budget  proposal  recoBBends  that  state 
and  local  governBents  aeet  their  own  local  coanunity  and  develop- 
Bent  needs.  Although  the  Adainiatration  cites  CDB6  aa  the  prin- 
cipal vehicle  for  continued  federal  support,  it  proposes  to  re- 
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duc«  th«  total  r«sourc«s  for  CDB6  in  fiscal  y«ar  1987  and  1988 
and  to  broad an  tha  acopa  of  tha  prograa, 

Tha  Admin 1 at rat ion  aupporta  naw  conatruction  aa  an  aligibla 
CDBQ  activity.  An  axpandad  CDBQ  program  at  a  dacraaaad  funding 
laval  would  ba  datrimantal  to  tha  program.  Tha  propoaad  changa 
would  raault  in  a  raal  raduction  in  ovarall  houaing  funding. 
Thoaa  programa  that  hava  hiatorically  providad  houaing  conatruc- 
tion aaaiatanca  ahould  ba  maintainad,  yat  thay  ara  baing  propoaad 
for  reduction  or  alimination. 

Datroit  has  damonatratad  prudant  uaa  of  ita  CDBO  antitlament 
ovar  tha  yaara.  Wa  hava  daaignad  and  implamantad  a  balanced 
economic ,  naig(hboxhood,  and  houaing  development  program  to  pro- 
mote decent  houaing,  atabilisation  of  neighborhood a,  and  economic 
opportunitiea  that  principally  benefita  peraona  of  low/moderate 
income  and  that  aid  in  the  prevention  or  elimination  of  aluma  and 
blight.   It  ia  eatimated  that  75.8  percent  of  the  City' a  CDBO 
program  funda  will  benefit  peraona  with  low/moderate  income  in 
1987. 

The  median  income  level  in  Detroit  ia  aubatantially  below  the 
low/ moderate  income  limit.  For  peraona  with  low/ moderate  in- 
comea»  we  have  made  uaa  of  funda  to  rehabilitate  or  repair  both 
owner  occupied  and  rental  unite;  to  provide  public  aervioea,  and 
to  create  job  opportunitiea.  Activitiea  have  alao  been  under- 
taken to  increaae  the  tax  baae  and  make  the  City  attractive  for 
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inv«sta«nt.  This  !■  an  indirect  benefit  to  all  r««idaat«  of  tha 
City. 

Tha  £our  largaat  activity  catagorlas  in  our  CDBO  prograa  ara 
tha  rahabilitation  of  rasidantlal  units,  ooBaarcial  strips  and 
coBBunity  buildings  for  usa  in  public  sarvica  (32  parcant);  tha 
danolition  of  dangarous  buildings  to  aliainata  bli^t  (26 
parcant) ;  aconoaic  davalopaant  for  tha  craation  of  job  opportuni- 
tias  (17  parcant);  and  assisting  astablishad  public  sarvica  agan- 
cias  (8  parcant) • 

Tha  prinary  objactivas  of  tha  Fadaral  CDB6  prograa  ara  to 
davalop  viabla  citias  by  providing  dacant  housing,  good  naighbor- 
hoods,  and  aconoaic  opportunitias,  principally  for  parsons  with 
low/nodarata  incoaa.  Datroit's  CDB6  prograa  is  dasignad  to  ful- 
fill tha  goals  of  tha  fadaral  statutory  objactivas.  Our  CDB6 
prograa  has  baan  dasignad  to  achiava  tha  following  objactivas: 

Stiaulata  privata  invastaant  to  craata  naw  jobs  and  to 
ratain  and  upgrade  existing  jobs  for  all  City  residents. 

-    Stimulate  private  residential  investment  to  provide  new 
and  rehabilitated  housing. 

Upgrade  the  existing  housing  stock,  eliminate  or  reha- 
bilitate substandard  dwellings,  and  prevent  the  deter- 
ioration of  older,  but  good  existing  housing. 

Improve  neighborhoods,  particularly  deteriorated  neigh- 
borhoods, by  eliminating  blighting  influences  and 
improving  housing,  streets  and  sidewalks,  alleys,  light- 
ing, recreational  and  other  neighborhood  facilities. 

Improve  commercial  areas  including  neighborhood  shopping 
areas,  shopping  centers,  and  tha  Central  Business  Dis- 
trict. 
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Coordinate  public  ■•rvices  with  th«  j^ysical  development 
program. 

Through  the  uee  of  CDBQ  funde  we  have  made  aubatantial  progreae 

in  carrying  out  CDBQ  program  objectives. 

The  home  rehabilitation  program  ia  designed  to  upgrade  the 
existing  housing  stock,  particularly  that  part  of  the  stock  owned 
by  persons  Who  cannot  afford  to  improve  their  homes  without 
assistance.  Our  Program  encourages  homeowners  and  landlords  to 
invest  in  property  improvements.   It  also  aims  to  prevent  housing 
deterioration  Which  leads  to  neighborhood  deterioration. 

Grants  are  provided  to  persons  with  lower  incomes,  and  low 
interest  loans  are  provided  to  persons  Who  are  able  to  invest  in 
their  properties.   During  the  period  between  1982  and  1986  the 
assistance  provided  by  the  City  resulted  in  the  rehabilitation  or 
repair  of  over  6,000  housing  units. 

The  neighborhood  improvement  and  development  program  improves 
public  facilities  in  existing  neighborhoods  and  eliminates 
blighted  buildings  throughout  the  City,  it  also  prepares  land  for 
new  housing  and  public  facilities  in  areas  Where  blight  is  exten- 
sive. 

The  City  accomplishes  program  objectives  through  sidewalk, 
curb,  lighting  and  street  improvements.   Street  tree  plantings 
are  also  undertaken  on  a  limited  scale  in  a  relatively  large 
number  of  neighborhoods.   Major  public  improvements  have  been 
undertaken  in  large  neighborhoods  Where  a  comprehensive  develop- 
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ment  prograa  is  underway.  Blighted  and  dangerous  buildings  are 
denolished  throughout  the  City.  Over  6,700  dangerous  buildings 
were  demolished  between  1982  and  1986. 

The  City's  economic  development/commercial  area  improvement 
program  has  stimulated  private  investment  in  Detroit  to  create 
new  jobs  and  to  retain  existing  jobs.  The  program  has  improved 
commercial  areas*  including  neighborhood  shopping  areas,  large 
shopping  centers,  and  the  Central  Business  District.   It  has  also 
stimulated  private  investment  in  housing  in  the  City. 

Under  the  program,  land  is  bought  and  prepared  for  resale  to 
industrial  and  commercial  businesses  euid  housing  developers.   Low 
interest  loans  and  incentive  grants  are  offered  to  businesses  to 
improve  their  properties.   Public  rights-of-way  are  improved  in 
business  areas.   Businesses  and  investors  are  assisted  in  de- 
veloping financial  packages  combining  private  euid  public  re- 
sources for  mutual  private  and  public  benefit. 

Some  of  the  significant  accomplishments  of  this  program  in- 
clude the  development  of  the  Central  Industrial  Park  including  a 
new  General  Motors  assembly  plant,  the  preparation  of  land  for 
industrial  development  in  the  Connor  Lane  project,  the  prepara- 
tion of  land  for  residential  development  in  the  Jefferson/ 
Chalmers,  Elmwood  Park  No.  2,  and  Forest  Park/Leland  Orleans 
projects,  the  organization  of  the  Metropolitan  Center  For  High 
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Technology,  and  th«  provision  of  loans  and  inoantivs  grants  to 
ovar  100  businassas. 

Tha  public  sarvicas  prograa  rainforcas  tha  physical  davalop- 
aant  activitias  by  providing  funds  for  landlord/tanant  counaal- 
ing,  spousa  abusa  oounaaling,  and  cartain  othar  aarvioaa.  During 
tha  1986  prograa  year,  mental  health  services  were  provided  to 
alaost  1,100  people.  Comprehensive  health  aarvices  ware  aada 
available  to  over  81,000  patient  visits.  Counseling  and/or  ahal- 
ter  was  provided  to  over  2,000  victims  of  domestic  violence. 
Z«and lord/ tenant  counseling  was  provided  to  over  2,800  peraons. 

The  administration,  management,  and  planning  program  utilised 
insures  efficient  operation  of  the  CDBQ  program  in  accordance 
with  Federal  regulations,  our  standard  operation  procedurea,  and 
sound  management  practices.   Substantial  changes  have  been  made 
in  the  internal  timekeeping  and  cost  allocation  systems,  and 
iaprovaaants  in  procedures  for  monitoring  subgrantaea.  We  have 
also  begun  to  develop  a  computer  based  CDBQ  management  and  re- 
porting system. 

In  sum,  Detroit  has  made  and  is  continuing  to  make  sub- 
stantial progress  toward  achieving  its  community  development 
objectives.  We  believe  that  the  CDBQ  program  is  working  well, 
and  should  be  continued  at  a  level  of  $3.4  billion. 

Another  program  we  wish  to  see  continued  is  the  UDAQ 
program.  The  Administration  continues  to  support  the  elimination 
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of  the  UDAG  prograa.  The  Adainist  rat  ion's  budget  proposes  to 
rescind  the  reaainlng  fiscal  year  1987  funds  and  proposed  to 
terminate  the  prograa  in  fiscal  year  1988.  Detroit  supports 
reauthorisation  of  UDAG  at  a  level  of  $440  million. 

The  Secretary  of  Housing  and  Urban  Development  has  noted  that 
UDAG  has  been  successful  in  the  generation  of  jobs  and  increasing 
the  tax  base  of  bli^ted  urban  areas.  Consistent  with  the  Secre- 
tary's findings,  Detroit  has  successfully  utilized  UDAG's  to 
stimulate  the  investment  of  private  dollars  into  various  local 
projects.  UDAG  has  also  brought  about  an  increase  in  the 
public/private  partnership  ratio  in  Detroit. 

According  to  January,  1987  records  maintained  by  the  City's 
Community  and  Economic  Development  Department,  about  32  approved 
UDAG  projects  totaling  $166,773,753  generated  $2,328,546,268  in 
private  investments  in  the  City.   Those  Who  argue  that  UDAG 
warrants  termination  because  it  is  a  pork  barrel  give  a%#ay 
program  to  the  detriment  of  the  overall  national  economy,  have 
overlooked  the  reality  that  the  provision  of  local  benefits, 
contribute  to  the  national  economy  as  a  Whole. 

Detroit  has  used  UDAG  as  a  way  to  leverage  private  dollars 
into  the  City.  UDAG  has  assisted  successful  projects  that  but 
for  the  UDAG  could  not  have  been  undertaken. 

UDAG  has  helped  to  diversify  the  City's  economic  base  in 
areas  such  as  manufacturing,  industrial  development,  tourism  and 
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housing.  UDAO  projsota  in  th*  City  hav*  proBia*.  Th*  •pito««  of 
that  proaiaa  has  baan  damonatratcd  in  Detroit  by  thoaa  buainaaaaa 
that  got  a««i«tanca«  utilised  that  aaaiatanca  to  axpand  and  Mho 
ara  now  no  longar  raliabla  on  tha  Fadaral  govarnaant  for  support, 
fbr  axaapla«  tha  Qilraath  Manufacturing  projaot  oonsistad  of  tha 
acquisition  of  aachinary  and  aquipaant  for  a  cartifiad  Minority 
ownad  businass.  Tha  purchasa  of  naw  aquipaant  and  nachinary  has 
allowad  tha  davalopar  to  bacoaa  mora  coapatitiva.  This  projaot 
craatad  75  naw  parminant  jobs  for  ainoritias  and  low/nodarata 
incoaa  paopla. 

Datroit  has  also  usad  UDAQ's  to  maintain  thosa  industries 
that  hava  raaainad  in  tha  City.  Tha  Cantral  Industrial  Park 
Projact  was  iaplaaantad  to  ratain  and  nodarnisa  a  larga  portion 
of  tha  City's  existing  manufacturing  basa.  This  projaot  provides 
the  incentive  required  to  attract  and  retain  high-employment 
growth  manufacturing  firms.  The  first  ]>hase  of  the  project  is 
the  construction  of  a  Oeneral  Motors  Assembly  Plant.  That 
project  is  expected  to  produce  6,150  permanent  jobs,  of  Whioh 
4,080  may  go  to  low  and  moderate  income  persons;  5,700  temporary 
and  construction  jobs,  of  Which  650  will  go  to  low  and  moderate 
income  persons;  $19,250,000  in  property  tax  revenues  and 
12,767,500  in  City  income  tax  revenues  from  employees.  The 
project  is  expected  to  generate  benefits  to  Detroit,  such  as  a 
substantial  increase  in  retail  and  other  business  activities  in 
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the  ar«a  and  additional  basinass  for  support  industries  such  as 
suppliers. 

The  Chrysler  project  involves  the  complete  aodemization  of 
the  Bast  Jefferson  Avenue  Asseably  Plant.  The  Bodemization  will 
include  a  new  body  shop#  paint  shop  and  assembly  facility.  We 
estimate  that  the  modernization  of  this  facility  will  allow  for 
retention  of  over  4,000  employees,  of  tAiich  69  percent  are 
Detroit  residents.  Moreover,  a  $15  million  UDAG  will  leverage 
private  investment  of  $1  billion. 

Tourism  is  an  important  aspect  of  Detroit's  economic  diversi- 
fication. The  Cobo  Hall  Convention  Center  expansion  project 
promises  to  make  Detroit  more  attractive  for  major  conventions 
and  conferences.  The  availability  of  hotel  facilities  is  a  key 
component  to  an  expanded  convention  market.  The  Millander  Center 
and  Hotel,  Pontchartrain  Hotel,  Book  Cadillac  Hotel  and  Hotel 
Crossroads  are  examples  of  how  UDAGs  have  been  useful  tools  in 
Detroit  towards  urban  development. 

The  Book  Cadillac  Hotel  project  involves  the  renovation  of 
192,000  square  feet  of  office  space,  and  approximately  490  hotel 
rooms  with  11,000  square  feet  of  retail  space.  Upon  completion, 
the  new  Book  Cadillac  Hotel  will  produce  approximately  650  new 
jobs  in  Detroit.  The  project  will  restore  a  sixty-six  year  old 
landmark  building,  retain  thirty  jobs,  and  will  greatly  enhance 
the  City's  investment  in  the  Central  Business  District. 
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R«sidttntial  ar«a«  hav«  been  revitallBed  through  UDAO  projects 
such  as  Virginia  Park  Shopping  Center  and  7  Nile/Livemois  Shopp- 
ing Center.  The  Virginia  Park  Shopping  Center  is  expected  to 
create  250  new  permanent  jobs. 

The  Seven  Nile/Livemois  Nei^bortiood  Shopping  Center 
project  is  a  major  private  initiative  to  rebuild  and  expand  one 
of  the  strongest  of  the  remaining  neis^bortiood  retail  areas  in 
Detroit.  This  project  is  expected  to  both  upgrade  the  level  and 
quality  of  retail  and  commercial  services  available  to  the 
predominently  minority  residential  community  in  this  area  and  to 
provide  substantial  new  employment  opportunities  to  low  and 
moderate  income  residents  within  Detroit.  Total  projected  new 
employment  to  be  created  by  the  project  is  expected  to  exceed  125 
persons . 

These  are  just  a  few  examples,  of  how  important  UDAQ's  are  to 
Detroit.  As  you  can  see,  the  Federal  dollars  invested  have  been 
put  to  good  use  in  Detroit. 

The  City  of  Detroit  looks  forward  to  working  with  you,  Mr. 
Chairman,  and  Members  of  the  Subcommittee  in  passing  legislation 
that  will  continue  these  vital  housing  and  community  development 
programs.  Thank  you  for  the  opportunity  to  submit  our  views  for 
the  record. 


-11- 


Digitized  by  VjOOQ IC 


emt  St.  lowm.  ■.  aawt 


594 


CongreKft  of  tfie  Vntteb  fttateK 

JlouKe  of  EeinreKentatitieK 

aUifiingtoii,  BC  20515 

MELVIN  PRICE 
aiariu«MO«Mer 

March  9,  1987 


Hon.  Henry  B.  Gonzalez,  Chairman 

Subcomnlttee  on  Housing  and  Conmunlty  Development 

2129  Raybum  House  Office  Building 

Dear  Mr.  Chairman: 

Please  find  enclosed  a  copy  of  the  Honorable  Ruth  Keeton's  statement 
before  the  Subcomnlttee  on  Housing  and  Community  Development. 

Mrs.  Keeton  refers  to  a  situation  affecting  two  counties  in  my 
congressional  district  on  page  5  of  her  statement.  St.  Clair  and  Madison 
counties  are  in  jeoparciy  of  losing  entitlement  status  because  central 
cities,  which  are  part  of  these  urban  counties,  will  no  longer  be  allowed 
to  defer  entitlement  status.  A  special  provision  of  the  Housing  and 
Urban  Renewal  Act  of  1983  allowed  these  newly  designated  central  cities 
to  defer  entitlement  status  for  3  years  ending  in  1987.  I  believe  that 
there  may  be  only  seven  counties  in  the  United  States  that  are  adversely 
affected  by  the  central  city  designation. 

It  is  niy  understanding  that  currently  there  are  no  provisions  In 
H.R.  4  that  would  address  this  problem.  Officials  in  central  cities 
have  indicated  that  if  given  the  opportunity,  they  would  again  defer 
entitlement  and  join  in  the  county.  It  is  iT\y  understanding  that  officials 
in  the  central  cities  of  other  counties  affected  would  also  defer  entitlement 
if  given  the  opportunity.  Certainly  officials  of  the  counties  affected 
would  prefer  a  permanent  solution  to  this  problem,  and  any  efforts  to 
resolve  this  matter  would  be  appreciated. 

Kindest  regards. 

Sincerely, 


MP/je 


Melvin  Price 
Member  of  Congress 
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QOOD  Nommfo  nr.  cumxbhom  and  wanig  or  tri  subcomnzttbs. 

Z  AM  RDTB  XHTON,  NSNBIR  OF  TRS  HOMARD  OODNTY  MAIIfLAIID  COUNCIL, 
AND  emu  OP  TBI  ■OOIZNO  lUBCOMMlTTM  FOR  TRI  NATIONAL 
AflROCIATION  OP  COONTIRl. 

AT  TRI  OOTflT,  I  REANT  TO  APPLAUD  YOU,  MR*  CBAIRNAN,  FOR  TBI 
SPIID  AT  NHICl  YOU  ARI  UNDIRTAXINO  NORX  ON  AN  OMNIBUS  ROUSING 
BIUi.  COUNTY  OPPICIALS  NBRR  ALARMRD  LAST  YRAR  TBAT  OONORBSS 
PAILBD  TO  PASS  BOUSZMO  AND  COMMUNITY  OMVRLOPMRRT  RIAUTBORISATION 
LiaiSLATION.  TRI  ISCALATINO  OMONTH  IM  HOMRLISSNRSS  IM  URBAN  AND 
RURAL  OGURTIBS  IS  RRPLICTIVR  OP  A  BOUSZMO  CRZSZS  AND  NBBD  PQR 
PIDIRAL  LiaZSLATZON  NBZCB  ADOMISSIS  COMMUNZTY  RIVZTALZSATZON 
TRI  NATZON. 


NRZLB  BROOURAORD  BY  NOVBNBNT  IM  OOMCBUSS  TO  ADDMISS  BOUSZNS 
AND  COMMUNZTY  OMVBLOPMBNT  LiaZSLATZON,  COUNTY  OPPZCZALS  OPPOSB 
TRI  APMZNZSTRATZON'S  PZSCAL  19SS  BUDOBT  PMOPOSALS  PQR  TBI 
DBPARTMRRT  OP  MOUSZNO  AND  URBAN  OMVBLOPMBNT  (BUD)  AND  TBB  PARMRRS 
MOMR  ADMZNZSTRATZON  (PRMA) .  MR  VZRM  TRB  PRRSZDBNT*S  BUDOBT  AS  AN 
ATTBCPT  TO  DZSMANTLB  PBDBRAL  TOOU  WZTR  MRZCR  COUNTY  OPPZCZALS 
RBSPQMD  TO  UMBBMT  BBBDS  OP  OUR 


COMMUNZTY  OMVRLOPMRRT  RLOCR  ORANTS  (CDBO)  ZS  THB 
COMMBRSTOMB  OMVBLOPMBMT  TOOL  USSD  BY  COUNTY  OPPZCZALS  POM  BOUSZNO 
BBBABZLZTATZON,  PUBLZC  PACZLZTZBS  COMSTMUCTZOM  AND  JOBS  CRBATZON, 
HOMARD  COUNTY  U8BS  ALL  CDBO  PUMD8  ZT  BBCBZVBS  TBMUUUB  fHB  SMAUi 
CITIBS   PROOBAM  POM  BOUSZMO  RBBABTTiITMIOM  POM   LOM   ZBOOMB 
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Fjuauss. 


THE  FKBSIDBHT  PROPOSES  h.  14  FBBCBMT  REDQCTION  TK  CDBG 
THROUGH  RESCISSION  OF  $375  mLLION  OF  THE  $3  BIULIOII  APPROPRIATED 
FOR  THIS  PROGRAM  TK  FISCAL  1987.  THE  AOMHHSTRATION  ALSO 
PROPOSES  THAT  COBG  BE  FDHDBD  AT  THE  REDUCED  UVEL  OF  $2,625 
BILLIOV  FOR  FISCAL  1988.  KAOO  FIRKUr  OPPOSES  THESE  PROPOSED 
CDTS.  WE  FEEL  THAT  THE  $3.4  BILLIOV  FOR  CDBG  IR  THE  dOIIBUS 
H0DSIM6  BILL  IMTROODCED  BT  REPRESERTATIVE  HEMRT  B.  GOKUOXZ,  H.R. 
4,  IS  MORE  REFiacnVE  OF  THE  MEED  AMD  BB6IMS  TO  RESTORE  CDBG  TO 
ITS  HISTORIC  FDMDIM6  UVEL. 

IM  ADDITION  TO  FDMDIM6,  MAOO  OPPOSES  LEGISLATIVE  PROPOSALS 
BEIM6  CONSIDERED  BT  THE  AHQMISTRATION  TO  TARGET  CDBG  FUNDS  ON 
THE  BASIS  OP  AVERAGE  PER  CAPITA  GRANT.  UNDBR  THIS  SCHEME,  AN 
URBAN  OOUNTT  MOOIi)  LOSE  ITS  ENTITLEMENT  STATUS  IF  ITS  CDBG  GStMWS 
18  I2SS  THAN  HALF  THE  AVERAGE  GRANT  PER  CAPITA.  BQOGHLI  HALF  OF 
THE  URBAN  COUNTIES  MOOIi)  NO  UMWSER  RECEIVE  CDBG  EHTITI2MEMT 
FUNDS. 

NAOO  OPPOSES  THIS  APPROACH  FOR  SEVERAL  REASONS.  MHII2  IT 
MOULD  BE  EAST  FOR  BUD  TO  ELIMINATE  ENTITLEMENT  COMMUNITIES,  A  PER 
CAPITA  APPROACH  IN  NO  MAT  MEASURES  THE  NEED  FOR  CDBG  IN  AFFECTED 
URBAN  COUNTIBS.  FOR  EXIMPUB,  COOK  OOUNTT,  ILLINOIS  MOULD  LOSE 
ENTITZJEMENT  STATUS,  EVEN  THOUGH  IT  HAS,  IN  ABSOLDTE  NUMBERS,  MORE 
LOM  AND  MODERATE  INHUME  CITIZENS  THAN  MANY  OTHER  ENTITI2MBMT 
MORE  IMPORTANTLT,  A  PER  CAPITA  FORMULA  OVERLCX>KS 
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TBI  UiSTINCI  OF  VOGUTI  OF  IHIVIMTX  ZM  ORBMI  COUMTZIf  AND  TRB 
TBUkCZOUS  EFFORT  OF  CODIITY  OFFZCZALI  TO  DZBICT  FD1ID8  TO  TRBZR 
CZTZBBMS  WZm  TBI  CBOATIST  MBD  FOR  CONNOMZTY  RIVZTALZSATZON. 
BOD  RBP0RT8  DOCUNBHTS  TOS  ROOSBLY  90  FBRCBNT  OR  NORB  OF  CDBO 
BMTZTLBNBMT  FDMD6  BBNBFZT  LOW  AND  NODBRATB  ZNOQNB  FBOFLB. 

BALTZNORB  CODNTY,  MARYLAND  ZB  A  NBZOBBORZNO  COUNTY  TO  MZNB 
NBZCB  NOULD  LOBB  ZT8  BNTZTZJMBBT  BTAT08  OBDBR  A  FBB  CAFZTA 
FOBNOZA*  ZN  TBAT  OQONTY,  CDBO  BAB  BBBN  U8BD  TO  RBBABZLZTATB 
RBNTAL  AND  ONNBR<-OGCDFZBD  LOB  AND  NODBRATB  ZNCOMB  B008ZN0,  TO 
C0N8TR0CT  CBNTBBB  FOR  TBB  BABDZCAPFBD  AND  BBBZOR  CZTZBBB8,  AND  TO 
FROVZDB  OBANTB  TO  BOMVROFZT  OROANZIATZOMB  TO  NOBX  WZTB  BATTBBBD 
8P0D8BB  AND  FROVZDB  BBBUTBNB  FOR  TD  WOKMEMMM*  BAZffZMORB  CQONTY 
BAB  U8BD  CDBO  TO  HAD  FUBLZC  UnUQi  ZNFROVBNBNTB  ZH  AN  Z80LATBD 
TAROBT  ABBA  WZTB  A  FjARTZODLARLY  BZOB  OORCnTRATZON  OF  LOW  AND 
NODBRATB  ZNCOMB  RB8ZDBBT8*  WASBBB  AND  BBWBBB  WBBB  FROVZDBD  FOR 
TBZ8  ABBA  WBBRB  BOMB  FRBVZOUBLY  BXZBTBD  ALONO  WZTB  ROAD 
ZMFR0VBMBNT8.   CODNTY  BB800RCBB,  ALOMB,  8ZMVLY  ABB  NOT  8UFFZCZBNT 

TO  RB8FQMD  TO  TBB8B  VBBY  BABZC  COMMDBZTY  OBVBLOFMBNT  NBBDB. 

t 

WB  UBDBB8TABD  TBAT  TD  APMZNZBTBATZOM  MAY  8BBK  LB0Z8LATZVB 
CHANOB  TO  FSBNZT  BBW  CQMBTRDCTZOV  AB  AB  BLZOZBU  CDBO  ACTZVZTY. 
TBB  BATZOW*B  CODBTY  OFFZCZAXA  0FF08B  ABY  BBW  CDBO  BLZOZBU 
AGTZVZTZBB.  TBB  OKUi  ZNBTANCB  ZN  WBZCB  WB  MZGBT  DZFFBB  FBOM  TBZ8 
F08ZTZ0W  WOULD  BB  ZF  BBW  AND  8UFFZCZBBT  NOBBY  WAB  AFVROFRZATBD  ZN 
AN  AMOOBT  CCJBOUilURATB  WZTB  k  BBW  ACTIVITI*  BBW  C0N8TBUCTZ0N 
WOULD  DZVBBT  FUBD8  FROM  COBBBNT  ACTZVZTZBB  AT  A  TZMB  WBBB  THB 
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AOMIMISTRATIOV  VBDVOBE8  RBDDCTZOHS  HI  CDBG  FDHDS.  FORIBBRMORB, 
IAKUKS  MBIf  OOnXIBDCTZW  Air  mTCTBLK  CDBG  ACTIVZTY  GAimOT 
SUBSTITOTB  FOR  BOOBZM  SBDDOCTXCNI  WOHEf  TBKB  THE  AOMIMISTIimOir 
8SBKB  TO  SHIFT  OR  RB8CZMD  fBGII  PUBLIC  BOOSIHG,  THE  FIBHBBS  BOMB 
ADMIMISTRATIOR,  SBCTICR  8,  B0D8IBG  nVBLOFMBMT  GSAMTS  AMD  REHTM. 
SBHJIBILITATIOR  • 


WB  FIND  mOkOCBFXABLB  THB  AHOBISTRMICR'S  RBLIAIICB  OR 
TO  BODSB  THB  HATICR«S  POOR.  COORTT  OFFIdALS  DISAPPROVB 
r*S  BFFORT  TO  BLOCK  THB  C0H8TMUCTIOR  OF  SOBLIC 
BQIJ8IB6  AMD  TO  HKWWTB  FUHDS  FOR  PUBLIC  B0D8IBG  QPRRAmG 
SUB8IIIIB8  AID  WOUBBMIIATIOR*  FBRA  BODBDRI  AID  DRVBLOPHBBT 
PBOGRAMB  MD8T  BB  HAIBTAIBBD  TO  RB8P0RD  TO  THB  UHIQOB  O0HDXT10H8 
AND  CRITICAL  8H0RTACB  OF  B0D8IBQ  IM  BDRAL 


UP  AM 
aOUBIMG  BILL,  HACo  UR8B8  TRAT  IT  .  CORTAIH  A 
READTHORIZATIOH  OF  C0B6  AXD  OTHBR  B0U8IM6  AMD 
FROGRAIIS.  A  MOLII-yBAR  RBADTBORIZATIOV  WOULD  6IVB  ADDBD 
ASSURAHCB  OF  THB  FROGRAIIS'  COMTJJIUJJIG  BXESTBRCB.  THIS  IS 
PARTICUIARLI  CRITICAL  FOR  URBAB  COUMTIBS  WHICH,  IB  ORDBR  TO 
QUALIFY  FOR  CDBG  BBTITLBHBWT  FUHD8,  MUST  SBCURB  THRBB  YBAR 
COOFBRATIOH  AGREBMBNTS  WITH  LOCAL  GOVERNMENTS  WITHIN  THEIR 
JURISDICTIONS.  THB  ABIUTT  OF  COUNTIES  TO  SECURE  THREE  YBAR 
AGREMENTS  INCREASES  TO  THB  EXTENT  THAT  LOCAL  GOVERNMENTS  FERCEIVB 
THAT  CDBG  WILL  EXIST  THRDUGBOOT  THB  ODRATIOR  OF  THB  COOPBRAnON 
PERIOD. 
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WkCO  IB  iXmClRiilD  ABOUT  URBMI  OOOMTXIf  HHZCl  AMI  TRRIATDriD 

wzn  LOM  or  thizr  imtztliiiimt  status,  bicadsi  cbitral  cztzbs 

mZCl  MOW  AMM  PAMT  OP  THMSB  OMBAM  COOMTZMS  CAM  MO  XiOMOBR  BXJBCT  TO 
OBPIM  THBZR  BMTZTLBflMT  STATUS.  ZH  1983,  BOD  DBTBMKZMBD  THAT 
SOMB  CZTZBS  HAD  BBOONB  CBMTRAL  CZTZBS  OM  THB  BASZS  OP  1980  CBM8U8 
DATA.  SAM  JQAQDZM  AMD  SOMdlA  OOOMTZBS  ZM  CALZPOBMZA,  ST.  CXAZR 
AMD  MADZSOM  OOOMTZBS  ZM  ZLLZMOZS,  AMD  BODSOM  OOOMTY,  MBW  JBR8BY 
MBBB  ZM  JBOPARDT  OP  LOSZMG  THBZR  BMTZTXJMBMT  STATOS  0MZJ»8 
PBMNZTTBD  TO  IHCUIDB  MBMLY  DBSZCMATBD  CBMTRAL  CZTZBS  ZM  ORDBR  TO 
NBBT  THB  200,000  POffULATZOV  THRBSBOLD.  IHSSB  OOOMTZBS  MBBB  ABLE 
TO  OOHTZMOB  THBZR  BMTZTXJMBMT  STATOS,  BBCAOSB  OP  A  SPBCZAL 
PR0VZ8Z0M  ZM  THB  HOOSZMO  AMD  ORBMI-RDRAL  RBOOVBRY  ACT  OP  1983. 
THAT  PWnrZSZOM  ALZiOirBD  MBMLT  DBSZORATBD  CBMTRAL  CZTZBS  TO  DBPBR 
THBZR  BMTZTXJDBMT  STATOS  POR  TBRD  TBARS,  1984,  198S,  AMD  1986, 
SO  THAT  THBY  COOLD  RBNAZM  WZTB  THB  ORHAM  COOMTY. 

THBSB  OOOMTZBS  MOM  PACB  A  SZMZLAR  SZTOATZOM  OP  MOT  HAVZMO 
THB  BBQOZRBD  200,000  NZMZMON  OMUSS  PBMNZTTBD  TO  OOOMT  THB 
POPOLATZOM  OP  THBZR  CBMTRAL  CZTZBS.  BVBM  ZP  THB  COOMTY*  8 
VOPOLATZOM  BXCRB08  200,000,  SONB  CBMTRAL  CZTZBS  HAVB  ZMDZCATBD 
THAT  THBY  WOOLD  LZBB  TO  COMTZMOB  TO  PARTZCZPATB  OMDBR  THB  ORBAM 
COOMTY  CDBO  PROORAN.  MACo  WZXli  MOBX  WZTB  THZS  COMKZTTBB  TO  MAXB 
PBRNMIBMT,  ZM8TBAD  OP  TZNB-BOOMD,  THB  PR0VZSZOM  PBBMZTTZMO  A 
CBMTRAL  CZTY  TO  DBPBR  ZTS  BMTZTXJMBMT  STATOS  AS  UMQ  AS  ZT 
COMTZMOBS  TO  HAVB  ZTS  POPOLATZOM  ZMCLODBD  ZM  THB  ORBMI  COOMTY. 
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18  A  PnOkL  I880B  I  WQOIi)  LIXB  TO  ADDRESS  WITH 
RBSPICT  TO  THB  CDBG  PIbOGSAM.  UBBAH  OIUTllS  ARB  KACBD  WITH 
MBBTHIG  a  THRBSBOLD  VOFDLATION  of  200,000  WHICH  IS  lABGXm 
DEPEMDEKT  0«  THB  OOOFERATIOH  OF  A  BOMBER  OF  LOCAL  OBITS  OF 
GOVBRBMEBT.  THB  THBD  TEAR  OFT-IB  PERIOD  IS  HBIfFOL.  HOWEVER, 
COOHTIBS  ABB  STILL  FACED  WITH  THB  POLITICAL  PBOBUSN  OF  SOLICITIH6 
PARTICIPATION  IBGII  CITIB8,  TOMBS,  ABD  TOMBSHIP8  MHILB  AT  THB  SAME 
TIME  EZPBCTED  TO  DEVELOP  A  TABOTED  PROGRAM  WHICH  MAX  SERVE  OHLY 
A  POBXIOM  OF  THB  COOBTT*  COOHTIBS  HAVE  DEALT  80OCBSSF0US  WITH 
DILEMMA  BT  ABD  LAB6B,  BOT  OOOLD  OSB  SOME  RELIEF  FROM 


WE  FEEL  THAT  THB  QOALIFICATIOM  PBIX?BSS  SBOOLD  BE  SEPARATED 
fBGH  THB  FOBDIBG  PHDCBSS*  OBDHR  THESE  OQBDITIOHS,  COOHTIES 
WOOLD  ADTQMATICAI^r  aOALIFY  FOR  CDBG,  IF  THET  HAVB  A  POPOLATIOB 
OF  200,000  OOTSIOB  ABT  MBTBOPQLITAB  CITY.  FOBDIBG  UIVBLS  WOOLD 
BE  UBKEUHIBED  SEPABATBUr  BASED  OM  THB  BOMBER  OF  COOPERATIBG 
JORISDICnONS  ABD  THB  POPOLATIOB  OF  THE  OBIBOORPORATED  AREA. 


f,  WE  SOPPOBT  CHABGES  IB  THB  ORBAB  DEVELOPMENT 
ACTION  GRANTS  SELECTION  CRITERIA  AS  COMTAIBBD  IB  S.2507,  ABD  HOPE 
THAT  THOSE  PR0VISIOMS  WILL  BE  PART  OF  THB  GMBIBOS  BQOSIBG  BILL. 
WE  AlfiO  SOFPOUT  THB  PROVISIONS  TO  PR0VIOB  SHELTER  FOR  THE 
HCMEI2SS  ABD  THE  EZPABSION  OF  THESE  PROVISIONS  IB  H.B.  558. 


BACO  LOOKS  FORNARD  TO  WOKUMG  WITH  THIS  SOBOOMMITTBE  IN 
ADDRESSING  A  RAB6E  OF  ISSOBS  WHICH  WILL  ACHIEVE  VICTOBT  IN 
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OOMBXTZHG  TBI  HOUSXMG  CRZ8ZS.  WB  WILL  BOIIX  TO  BIfSURB  THIkT  TBZ8 
NATION  TRDLT  BBOOMKZTB  ZT8BLF  TO  TBB  GOAL  OF  PROVZDZNO  DBCBNT, 
8AFB  AND  ATTORDABLB  B0U8ZNG  FOR  ALL  CITZZBNS. 
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Nr.  ChilrMii,  on  bthtlf  of  tht  NatlOMl  Conftrtnct  of  SttU  ItQisUturts  ind 
•s  chilnMii  of  NCSl's  CoMlttto  on  CoMtrct,  Ubor  and  RoguUtlon,  thtnic  you  for 
this  opportunity  to  subalt  •  stattaont  for  tho  rtcord  In  support  of  H.R.  4  and 
In  support  of  i  rtntwod  tnd  vigorous  ftdtral  housing  prograa. 

Tht  goal  of  "a  docont  host  and  sultablt  living  tnvlronMnt  for  tvtry  Aatrl- 
can  faally,"  as  txprtsstd  In  tho  Housing  Act  of  1949,  has  ytt  to  bo  Mt.  Tho 
Prtsldtnt's  CoMlsslon  on  Housing  tstlMttd  that  In  1982  7.S  ■llllon  low-lncoM 
houstholds  wtrt  living  In  substandard  housing  or  paying  nort  than  2S  ptrctnt  of 
thtir  IncoM  for  shtlttr.  Tht  National  Housing  Conftrtnct  tstlMtts  that  thtrt 
art  alnost  two  ■llllon  housing  units  without  adtquatt  pluablng  and  ovtr  SOO.OOO 
units  without  adtquatt  htat.  Ntarly  thrtt  ■llllon  houstholds  art  stvtrtly  ovtr- 
crowdtd.   Tht  Conftrtnct  furthtr  tstlaatts  that  as  aany  as  2.S  ■llllon  Aatrl- 
cans  art  htatltss. 

Tht  National  Conftrtnct  of  Statt  Ltglslaturts  thtrtfort  rtcoiMtnds  a  coordl- 
nattd  tffort  by  ftdtral,  statt,  and  local  govtmstnts  and  by  coMMinlty  and  non- 
profit groups  to  achltvt  tht  goal  of  dtctnt  housing  for  all  Aatrlcans.  Thtst 
tfforts  should  conctntratt  on  rthabllltatlon  and  construction  of  low-lncoM 
housing  and  on  subsldlts  to  aalct  txisting  housing  affordablt  for  low  and  ■Iddlt 
IncoM  faalllts.  NCSL  thtrtfort  supports  contlnutd  funding  for  HUO  and  FMHA 
housing  programs  at  Itvtls  at  Itast  tqulvaltnt  to  FY  1987  budgtt  authority  ad- 
Justtd  for  Inflation. 

NCSl  also  btlltvts  that  ftdtral,  statt,  and  local  govtmstnts  should  cooptr- 
att  to  tncouragt  co«Njn1ty-bastd  dtvtlopMnt  organizations,  low-lncoM  housing 
trust  funds,  and  othtr  Innovatlvt  atasurts  to  tncouragt  ntw  construction  and 
rthabllltatlon  of  low  and  sodtratt  Inctat  rtntal  housing.  To  this  tnd,  wt  urgt 
you  to  rtMOvt  tht  caps  on  tht  ust  of  ttx-txtapt  btnds  for  housing  dtvtlopatnt 
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and  to  strengthen  and  establish  on  i  pemanent  basis  the  Federal  Hoae  Mortgage 
Disclosure  Act. 

NCSL  also  believes  It  Is  essential  to  advance  the  nation's  goal  of  providing 
greater  access  to  affordable  housing  by  strengthening  federal  fair  housing  laws. 
Effective  civil  rights  enforcenent  would  coiipleiiient  a  renewed  low-Income  housing 
progran. 

Finally,  NCSL  urges  Immediate  action  to  provide  emergency  shelter  and  assis- 
tance to  the  homeless.  With  so  many  American  men,  women,  and  children  living  in 
desperate  circumstances.  Congress  must  act  and  the  President  must  sign  emergency 
legislation.  In  this  regard,  the  House's  action  on  H.R.  558  launches  a  signifi- 
cant Initiative  to  temporarily  remedy  the  plight  of  the  homeless.  The  homeless 
population  is  growing  and  Increasingly  Includes  whole  families  and  children  - 
poor  people  not  Just  drifters  and  mentally-Ill  people. 

We  would  also  urge  you  to  hold  further  hearings  and  explore  new  Ideas  for 
addressing  our  long-term  housing  problem.  Ue  are  witnessing  a  decline  In  home 
ownership.  Low  and  moderate  Income  Americans  must  allocate  an  alarmingly  high 
percentage  of  their  income  to  purchase  or  rent  minimally  adequate  housing.  In 
some  Jurisdictions,  it  approximates  50X  of  annual  income  for  many  families. 

NCSL  has  established  a  Housing  Task  Force  to  study  this  Issue,  to  hold  hear- 
ings across  the  country,  and  to  develop  new  ideas  for  state  and  federal  housing 
legislation.  Ue  look  forward  to  sharing  the  results  of  our  Housing  Task  Force 
study  when  it  is  complete,  and  we  would  urge  you  to  give  the  housing  crisis  the 
same  sustained  attention  and  high  priority. 

State  legislatures,  governors,  mayors,  and  county  executives  have  responded 
to  this  crisis  with  new  ideas.  Over  119  new  state  housing  programs  have  been 
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adoptfd  sinct  1980.  But,  thtrt  art  lliUs  to  tht  fUcil  cipiclt^  of  statos, 
cltlts,  and  countlos  to  addrtss  this  problM.  A  ntM  ftdtral  housing  policy  It 
nttdtd  to  tncourage  and  financt  statt,  local,  and  nonprofit  housing  Initiatives. 
NCSL  looks  forward  to  working  with  tht  Congrtss  and  this  coMltttt  to  dovolop 
such  a  now  ftdtral  housing  policy. 


70-477  0-87 
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statement  of  C.  Earl  Corkett,  President  of  the  Mortgage  Insurance 
Companies  of  America  for  the  Subcommittee  on  Housing  and  Conmunity 
Development  of  the  House  Banking  Committee  on  Housing  Legislation 
Affecting  FHA  Programs  and  other  Housing  Policy  Issues. 


Mr.  Chairman  and  Members  of  the  Subcommittee: 

MICA*  is  pleased  the  Subcommittee  will  include  the  following 
comments  in  the  hearing  record  along  with  the  statements  of 
witnesses  that  testified  on  March  12,  1987.  A  primary  purpose  of 
this^  association  is  to  provide  information  that  will  be  of  value  in 
the  formation  of  sound  objective  public  policy.  As  always,  we 
welcome  the  opportunity  to  have  a  MICA  witness  given  an  opportunity 
to  present  an  oral  statement  and  respond  directly  to  majority  and 
minority  members  of  the  Subcommittee. 

Today  there  is  a  need  to  obtain  a  balanced  picture  of  the  role 
of  the  government  in  the  mortgage  insurance  business.  As  monoline 
firms  that  cannot  by  state  law  be  in  any  insurance  line  other  than 
guaranteeing  1-4  family  residential  loans,  MICA  members  are  very 
concerned  that  the  partnership  our  industry  has  with  FHA  operates  to 
actually  expand  homeowners hip.   Improvements  in  expanding 
homeownership  are  possible  and  private  insurers  are  able  and  willing 
to  serve  the  market  more  fully. 


*MICA  consists  of  the  thirteen  domestic  private  mortgage  insurance 
companies  which  represent  the  active  firms  that  help  loan 
originators  and  investors  make  funds  available  to  homebuyeta  by 
protecting  these  institutions  from  a  major  portion  of  the  risk  of 
default   The  current  MICA  officers  are  President  C  Earl  Corkett 
of  PMI,  San  Francisco  Vice  President  William  Lacy  of  MGIC, 
Milwaukee,  WI;  Treasurer  J  Edward  Carlton  of  Inteqon  Mortgage 
Guaranty  Insurance  Co.,  Winston  Salem,  NC;  and  Secretary,  Fred 
Reichelt  of  Verex  Assurance/  Inc.,  Madison,  WI.  WICA  also  has 
private  mortgage  insurance  companies  members  in  Canada  and  Australia. 
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B«cauf«  PHA  utiliB«f  gov«rnin«nt  capital  and  credit  -  a  scare* 
r«fourc«  today  du«  to  f«d«ral  budgeting  conatrainta  and  a  r«sourc« 
that  has  very  r«al  costs  to  th«  taxpayer  -  it  is  •ss«ntial  Congress 
obtain  •vid«nc«  that  shows  how  FHA  costs  and  b«n«fits  ar« 
distributed.   It  would  not  b«  advisabl*  to  adopt  l«gislativ«  changes 
affecting  th«  inanag«m«nt  of  th«  FHA  programs  until  th«  following 
thr««  questions  hav«  b««n  addr«ss«d. 

1.  To  what  Mtcnt  do«s  th«  PHA  Section  203(b)  program  overlap 
th«  typ«s  of  borrowers  s«rv«d  by  privat*  insurers  according 
to  such  variablas  as  borrowar  incoro«,  property  valua  and  loan 
amount?  Khat  benefits  could  result  from  a  reduction  of  this 
program  overlap? 

(COMMEHT:  The  fact  of  the  overlap  is  indisputable  based  on 
recent  FHA  and  MICA  studies.  The  obvious  benefit  from  a 
reduction  of  the  overlap  would  be  a  concentration  of  FHA*s 
reserve  on  the  lower  income  and  lower  priced  markets. 
Currently  over  a  third  of  FHA  loans  go  to  borrowers  with 
incomes  above  $40,000  and  who  have  conventional  financing 
options.  A  small  percentage  of  FHA  loans  go  to  lower  income 
borrowers.) 

2.  What  are  the  true  costs  of  operating  the  FHA*8  203(b) 

program?  What  are  the  costs  and  revenues  and  how  are  they 

accounted  for?  What  relationship  do  premiums  bear  to  the 

true  economic  risk  of  mortgage  insurance  and  how  does  the 

actuarial  soundness  of  the  FHA  program  compare  to  the 

standards  private  firms  must  maintain? 
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^COMMEHT!  If  the  government  is  going  to  operate  an  insurance 
business  in  competition  with  private  insurers «  it  ought  to 
adhere  to  conmercial  standards  as  to  premiums «  and  costs  and 
reserves  so  as  to  identify  and  minimize  both  direct  and 
indirect  subsidies.  The  FHA  primary  role  is  to  serve  those 
who  might  not  otherwise  qualify  for  mortgages  in  the 
conventional  market  and  not  to  provide  subsidies  to  higher 
income  borrowers.  Under  pricing  of  risk  to  borrowers  with 
conventional  options  leads  to  overallocation  of  government 
resources  away  from  the  underserved  market.) 

3.  What  is  the  competitive  impact  of  FHA  on  the  private  sector? 
What  are  the  inducements  to  borrowers  and  inducements  to 
lenders  that  comprise  FHA  competitive  advantages  and  how  do 
these  inducements  relate  to  higher  levels  of  government  risk 
from  insurance  claims  and  losses? 

f COMMENT!  The  increasingly  competitive  impact  of  the  FHA  in 
some  markets  has  acted  to  stifle  the  growth  of  the  private 
mortgage  insurance  industry.   We  do  not  believe  that  this  is 
the  intention  of  the  Congress;  consequently,  any  FHA  changes 
should  be  weighed  carefully  so  not  to  place  disadvantages 
upon  privat^ifibrtgage  insurers.) 

MICA'S  comments  are  not  intended  to  be  an  attack  on  the  FHA. 

MICA  recognizes  FHA's  past  contribution  and  has  testified  in  favor 

of  the  agency's  future  role.  We  do  however,  reject  the 

characterization  that  a  redirection  of  the  FHA  to  the  underserved 

market  simply  is  a  part  of  the  current  Administration's  attack  on 
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housing.  This  failur«  to  ad«quat«ly  •zainin«  FHA  do«s  an  injustic« 
to  th«  und«rs«rv«d  honwbuyscs  and  to  privat*  industry  such  as  ours, 
that  advocates  PHA  rsdirsction  bassd  upon  (1)  actual  business 
•zp«ri«nc«  competing  with  ths  PHA  and  (2)  a  pl«dg«  to  szpand  our 
rol«  in  serving  AiMrican  hom«own«rs.  w«  b«li«v«  th«r«  would  b« 
siB«abl«  public  b«n«fits  if  FHA  w«r«  r«dir«ct«d  to  th«  und«rs«rv«d 
market  and  hop«  Congress  will  dsmand  facts  not  just  opinions  in 
determining  the  future  government  role  in  housing. 

Kortgage  Insurance  and  Housing  Legislation 

Since  our  industry's  inceptions  its  goals  have  been  to  increase 
both  the  availability  and  af fordability  of  homeowner ship;  much  the 
same  goals  as  those  of  FHA.  The  insured  conventional  loan  has  grown 
to  a  position  of  dominance  in  serving  moderate  income  homebuyers. 

From  1972  through  1985  the  private  insurance  industry  insured 
$342  billion  of  new  loans  while  the  FHA  did  about  $187  billion.   Zn 
the  more  recent  five  years  1981  through  1985  private  mortgage 
insurance  companies  increased  that  volume  and  insured  over  twice  the 
total  number  of  loans  insured  by  the  unsubsidised  FHA  program. 
During  that  period  a  large  number  of  the  firms  in  the  mortgage 
lending  business  began  to  originate  more  conventional  loans  than  FHA 
loans.  Moreover,  the  conventional  insured  loan  demonstrated  it 
serves  the  bulk  of  those  same  homebuyers  who  in  the  past  had  to  rely 
upon  the  government  programs. 

Members  of  MICA  have  been  proud  of  their  record  in  contributing 

to  our  national  housing  goals  by  using  their  capital  and  reserves  to 
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support  those  mortgage  lenders  operating  in  housing  markets  which 
have  undergone  serious  economic  stress.  Despite  our  recent 
underwriting  losses,  our  industry  reserves  are  higher  than  they  were 
£our  years  ago,  our  ratings  have  been  essentially  retained  and  new 
capital  has  entered  the  industry. 

We  have  supported  housing,  not  only  in  good  tiroes  by  expanding 
homeownership  and  by  fulfilling  the  aggressive  marketing  needs  of 
homebuilders,  realtors  and  mortgage  lenders,  but  also  in  bad  tiroes 
by  protecting  the  reserves  and  assets  of  financial  institutions  and 
investors  holding  home  mortgage  debt.  We  believe  that  the  way  our 
industry  has  weathered  the  storm  of  the  early  1980s  lends  credence 
to  its  staying  power.  The  industry  stepped  up  to  the  table  to  pay 
the  price  for  aggressive  risk-taking  and  is  handling  near 
catastrophic  claims  in  economically  depressed  energy  and 
agricultural  states  according  to  the  terms  of  its  policies. 

Since  1983,  mortgage  insurers  have  paid  out  almost  $3  billion  in 
claims  to  FSLIC-insured  thrift  institutions,  the  Federal  secondary 
market  agencies,  FNMA  and  FHLMC,  state  and  local  housing  finance 
agencies  and  other  mortgage  investors.  These  funds  provide  a  vital 
safety  net  and  encourage  future  risk-taking  by  these  lenders.   In 
fact,  since  we  take  the  first  dollar  of  loss  when  a  loan  goes  bad, 
mortgage  insurers  may  be  regarded  as  a  primary  reserve  protecting 
the  capital  of  these  institutions  and  their  ability  to  continue  to 
operate  safely.   Despite  this  industry's  massive  underwriting  losses 
and  claim  payments  during  the  last  several  years  the  industry  has 
remained  profitable  with  a  positive  net  income. 
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In  1986,  for  th«  first  tim«  sines  1972,  ths  Ssction  203(b)  FHA 
ons-to-four  family  insurancs  programs  surpassed  ths  volums  of  loans 
insursd  by  ths  firms  in  the  private  sector.  Some  have  used  this  as 
evidence  to  question  the  future  need  of  the  FHA  and  the  social 
benefits  this  program  provides  homebuyers.  This  1986  performance 
volume,  however,  should  raise  questions  about  FHA  from  members  of 
the  Subcommittee.   1986  was  a  year  of  increased  affordability  of 
homes,  it  was  a  period  when  funds  to  finance  a  homepurchase  were 
available  at  reasonable  rates  without  government  assistance. 
Contrast  these  conditions  to  1983  when  mortgage  rates  were  high  and 
affordability  low  yet  the  private  sector  provided,  by  a  wide  margin, 
the  bulk  of  insurance  for  high  ratio  loans  that  helped  people  by 
homes.   Since  the  statistics  show  a  large  percentage  of  FHA-insured 
loans  go  to  borrowers  with  higher  incomes,  it  brings  into  question 
who  or  what  income  group  is  to  be  served  by  the  government.  Are  the 
FHA  benefits  being  properly  allocated  to  a  fair  proportion  of  the 
lower  income  borrowers;  and  how  does  the  tremendous  overlap  of 
market  served  by  both  private  insurers  and  FHA  reflect  inefficient 
duplication? 

Existing  housing  policy  is  built  upon  a  partnership  between  the 

private  and  public  sectors,  and  we  believe  in  such  a  partnership  for 

the  1990 *s.  The  National  Housing  Act  of  1949  sets  forth  that  policy 

in  a  most  appropriate  manner: 

"The  policy  to  be  followed  in  obtaining  the  national  housing 
objective  hereby  established  shall  be  (1)  private  enterprise 
shall  be  encouraged  to  serve  as  large  a  part  of  the  total  need 
as  it  can;   (2)  Government  assistance  shall  be  utilized  where 
feasible  to  enable  private  enterprise  to  serve  more  of  the 
total  need.** 
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As  this  partnership  applies  to  mortgage  insurance,  there  must 
be  an  appropriate  balance  between  the  private  and  public  role. 
Thus,  MICA  does  not  advocate  abolishing  the  FHA  203(b)  program.  We 
believe  lenders  need  a  strong  FHA.  We  support  changes  that  will 
make  the  FHA  more  responsive  in  the  market  and  more  dynamic  in 
fulfilling  its  mission.  We  also  support  changes  that  will  encourage 
private  insurers  to  serve  the  market  to  their  full  potential  in  a 
way  that  is  commercially  feasible  and  fiscally  efficient.   In  the 
past  two  years  the  competitive  balance  has  moved  substantially  in 
favor  of  the  FHA  and  MICA  members  have  become  appropriately 
concerned  about  the  nature  of  the  playing  field  on  which  they  must 
compete  with  the  FHA.  The  capabilities  this  government  entity  has 
in  substituting  Federal  backing  for  required  capital  funds,  its 
direct  access  to  capital  markets  through  GNMA  with  the  backing  of 
the  full  faith  and  credit  of  the  U.S  Government,  and  its  exemptions 
from  Federal,  state  and  local  taxation  are  more  important  than  ever 
today. 

Since  government  cannot  realistically  do  everything  everybody 
may  want  it  to  do,  it  is  appropriate  to  elicit  the  maximum 
contribution  from  the  private  sector  in  attaining  policy  goals. 
Public  policy  must  seek  a  government  role  that  brings  the  greatest 
efficiencies  to  the  markets.   Because  government  capital  and  credit 
capacity  is  a  scarce  resource,  it  must  be  used  today  more 
discriminately  than  was  the  case  15  or  20  years  ago. 
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Many  have  recognized  that  reform  is  needed  in  the  way  federal 
credit  is  allocated.  The  FHA  is  the  major  user  of  federal  credit. 
At  the  present  time  the  government  role  in  providing  mortgage 
insurance  through  the  FHA  is  out  of  balance  with  efforts  of 
competing  private  firms.  The  Administration  in  its  last  several 
budget  messages  has  recognized  this  and  has  proposed  the  FHA  Section 
203(b)  single-family  mortgage  insurance  program  be  retargeted  to 
better  provide  mortgage  credit  to  households  who  are  unserved  or 
underserved  by  the  private  mortgage  insurance  industry.  The 
Administration  has  received  recommendations  from  a  Presidential  Task 
Force  and  a  task  force  created  by  the  Secretary  of  the  Department  of 
Housing  and  Urban  Development.   Both  suggested  changes  that  will 
increase  the  utility  of  the  FHA  in  expanding  homeownership  and 
helping  to  stabilize  housing  markets.  Khat  is  wrong  with  a  public 
policy  that  directs  the  government  role  to  the  underserved  market? 

The  opposition  to  the  current  Administration  proposals  to 
modify  programs  of  the  FHA  generally  comes  from  those  who  believe 
that  FHA  should  be  available  to  all  who  seek  it  regardless  of  income 
or  other  factors.  They  assert  that  section  203(b)  is  not  a  subsidy 
program.   If  the  Subcommittee  were  to  obtain  information  on  FHA 
performance  it  would  be  apparent  that  its  insurance  program  reflects 
sizeable  subsidy  or  government  assistance  that  is  not  available  to 
competing  private  firms.  Government  liabilities  are  not  without 
economic  lost. 

Meaningful  data  on  the  FHA  has  not  been  made  available  to  the 

Subcommittee.  He  therefore*  urge  that  roost  new  legislative  changes 

for  the  FRA  be  postponed.  It  would  be  inappropriate,  without 
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examining  the  evidence,  to  prohibit  permanently  administrative 
adjustment^  that  could  help  to  retarget  the  program.  In  some 
markets  the  financial  incentives  exist  in  the  FHA  program  which  have 
encouraged  loan  originators  to  move  away  from  lower  income 
borrowers.  Congress  should  not  oppose  any  change  that  may  increase 
the  proportionate  utilization  and  benefit  for  those  many  families 
with  little  equity  and  incomes  below  the  median  in  their  market. 
Statistics  confirm  this  and  have  provided  a  strong  rationale  for  the 
Administration  to  seek  redirection. 

There  is  also  substantial  evidence  that  the  FHA  should  at  this 
time  be  building  large  reserves  so  that  it  can  better  carryout  its 
responsibility  in  times  o£  serious  economic  distress.  Private 
mortgage  insurers  recently  experienced  claims  in  certain  markets 
which  were  at  levels  three  to  five  times  normal;  up  to  the  level  of 
the  Great  Depression.  FHA  has  been  more  fortunate  because  in  the 
early  1980 *s  homeowners  could  not  qualify  for  the  prohibitively 
priced  fixed  rate  FHA  mortgage  and  the  FHA  generally  missed  the  bad 
writing  years.  There  is,  however,  no  assurance  that  the  agency  will 
be  fortuitous  in  the  future.  Congress  would  be  well  advised  to 
evaluate  what  is  the  appropriate  level  of  catastrophic  reserve  that 
the  FHA  should  build  up  in  good  times  so  that  it  can  function  at 
optimum  levels  when  it  is  roost  needed.   It  is  probably  time  that 
many  in  Congress  wish  they  had  applied  this  thinking  to. an 
examination  of  the  FSLIC  several  years  ago. 

A  question  has  been  raised  regarding  the  effects  of  an  increase 

in  FHA  premiums  from  3.8  percent  to  5.0  percent  on  potential 

horoebuyers  and  housing  demand.  A  MICA  witness,  testifying  recently 
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befor«  a  8«nat«  Committ««,  indicated  that  FHA  contracts  are  priced 
below  those  of  private  vendors,  and  using  the  general  pricing 
guideline  of  the  private  industry,  a  quotation  for  FHA  100  percent 
coverage,  up  to  95  percent,  would  range  from  5.85  percent  to  6.60 
percent.*  A  level  above  that  recommended  in  the  President's  budget 
proposals.  Those  testifying  in  opposition  to  any  premium  increase 
claimed,  "Increased  fees  on  the  average  FHA  loan  on  a  $65,000  home 
will  cost  the  average  FHA  homebuyer  an  additional  $2,200,  thereby 
eliminating  many  would  be  homebuyers  from  qualifying  for  FHA  loans." 

It  is  important  to  put  this  potential  premium  increase  into 
proper  perspective.   For  the  purchaser  of  an  average  $65,000  home 
with  a  30  year  FHA  loan  at  current  interest  rates,  the  increase  is 
very  small.  Since  the  premium  is  capitalized  into  the  loan  and 
added  to  the  monthly  payment,  the  increase  would  change  the 
borrower's  payment  by  $5.50  per  month.   Based  upon  typical 
underwriting  practice  the  amount  of  annual  income  a  homebuyer  would 
need  to  qualify  would  only  be  up  from  $20,900  to  $21,108  or  $208. 
If  the  cost  for  FHA  or  private  insurance  is  compared  with  the  cost 
of  homeowner  insurance  or  auto  insurance  the  borrower's  cost  is 
low.  The  increase  is  proportional  to  the  size  of  the  mortgage  and 
would  appear  to  improve  the  FHA's  actuarial  soundness.  The  increase 
will  have  very  minor  impact  on  the  typical  FHA  borrower. 


*The  witness  used  the  following  assumptions:  95  percent  fixed  rate 
loans  with  100  percent  coverage;  a  half  life  of  12  years;  expense 
ratio  of  20  percent;  salvage  value  of  65  percent,  risk  to  capital 
ratio  to  20  to  1  (SSdP's  standard  for  AA  rating);  and  a  return  to 
capital  of  15  percent  after  that. 
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An  actuarially  sound  FHA  is  more  important  than  ever  to  this 
nation.  Government  accounting  handles  the  agency's  funds  on  a  cash 
basis.  Thus,  premium  dollars  —  particularly  with  a  front-end 
single  premium  gathered  at  the  time  of  origination  —  will  grow 
rapidly  in  good  years.  Claims «  particularly  if  they  are 
catastrophic,  will  cluster  in  bad  years,  frequently  at  times  when 
new  premium  volume  is  low.  As  a  consequence,  the  budget  will  be  hit 
by  the  FHA  in  the  worst  of  times  and  when  deficits  are  greatest. 
Because  of  this  fact,  it  is  important  that  loss-reserving  procedures 
take  into  consideration  the  nature  o£  catastrophic  risk  and  that 
some  type  of  reserving  be  considered. 

There  is  little  doubt  that  the  level  of  risk  in  the  American 
real  estate  and  mortgage  finance  markets  has  increased.  Absent 
generalized  inflation,  with  deregulation  and  the  free  flow  of  funds 
cross  markets  and  the  securitization  of  mortgage  money,  catastrophic 
risk  is  an  ever-present  danger.  The  private  mortgage  insurance 
industry  believes  that  compared  with  the  1970 *s,  the  level  of  normal 
risk  has  more  than  doubled.  The  prospects  of  catastrophic  risk 
exposure  which  were  linked  only  to  general  economic  recession  in  the 
1970*8  can  occur  for  a  host  of  regional  structural  events  as  well  as 
national  cyclical  causes. 

MICA  is  pleased  to  provide  these  comments  and  would  be  happy  to 

set  forth  for  the  Subcommittee  what  additional  facts  we  have 

available  regarding  what  private  insurers  can  do  in  helping  many 

families  obtain  low  downpayment  loans  without  government 

assistance.   It  would  be  ill-advised  to  support  an  expanded  FHA 

based  upon  calls  for  the  use  of  a  full  faith  and  credit  guaranty  of 
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the  U.S.  Government  that  is  priced  trell  below  itf  market  value.  An 
actuarial  study  o£  FHA  and  the  potential  in  mortgage  risk  during  the 
next  few  years  is  very  much  in  order.  To  overuse  government  credit 
at  below  market  prices  for  those  who  can  qualify  for  mortgages  in 
the  conventional  market  is«  in  this  higher  risk  environment,  a  sure 
recipe  for  future  problems. 
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RENTAL  HOUSING  ASSOCIATION 


MM  I  SfRMT.  NlW,  RFIN  PbOOR 


U0VD  UUMtlK  ONMLOm.  NC 
MM.  t.  JMNWr.  WWTMLD,  MA 


Harch  13,  1967 


Honorabl*  H»nry  B.  6onzal»z 
Houa*  of  R»pr»a»ntatlv»a 
Washington,  D.  C.   20S1S 

Dmmr   Congrsaainan  Gonzalazt 

As  was  outlined  at  th»  Subcoiniiiltt**  on  Housing  and  Coaaunl-ty 
D»v»lopiii»nt  H»aringa  h»ld  on  Haroh  12,  1987,  th»  following  ar*  -th* 
■pacific  r»ooiiiiii»ndationa  of  th»  R»ntal  Housing  Aaaooistion  for 
inclusion  in  th»  Housing  and  Cominunity  Dsvslopnsnt  Act  of  1987 
(HR-4). 

Ths  rscomnsndstions  all  rslsts  to  Rsntsl  Rshsbilitstion 
Grants  undsr  Ssction  17  of  ths  Housing  Act  of  1937  and  ths  rslstvd 
uss  of  housing  sssistsncs  through  csrtificstss  and  vouchsrs  undvr 
Ssction  8  of  that  Act.   All  of  our  rscon«»ndations  hsvs  bs«n 
includsd  in  ths  Housing  Authorization  Bill  approvsd  by  Ssnst* 
Comiiiittss  on  Banking,  Housing,  and  Urban  Affairs  sxcspt  that  th» 
Ssnats  Bill  proposed  an  authorization  of  9220  million  vhils  vs 
racoiniiisnd  9230  million. 

A.    BSQ^Bl-SsbBbili^B&iSQ.££Sgi:B!S.EUQ^iQg.L9V9l.BQd.EUQd4Qa.fi£ 

BsQ^i^.Bsbibili^i^^sQ.IssbQisil.AaaiatiQsss. 

Th«  folloving  statutory  languag*  is  sugg«st«d. 

"AUTHORIZATION  --  Thsrs  ars  authorized  to  bs 
appropriated  to  carry  out  ths  provisions  of  th»  ■•ctlon 
not  to  sxcvsd  #290,000,000  for  sach  of  Fiscal  Ysars  1988 
and  1989,  of  which  #1,900,000  shall  bs  available  each 
year  for  technical  assistance  including  the  collection, 
processing  and  dissemination  of  program  information 
useful  for  local  and  national  program  management.  * 
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i*   CyodlOa.Lt3£ti*   ^2S0  ■illlon  !■  fully  Justified  by  th»  grsat 
nnd  of  lav»r  inooii*  faniliss  nov  livino  in  substandard  units  and 
by  ths  grovino  capacity  of  local  and  Stata  oovarnmanta  to  uaa 
Rantal  Rahabilitation  Grant  funds  affactivaly.   Tha  #79  Million 
funding  l«v«i,  currantly  in  HR-4,  is  undvsiraabla  for  this  provan 
sueeassful  progras. 

Tha  funds  would  rahabilitata  70,000  units.   About  43,000  of  thasa 
units  would  ba  occupiad  by  fasilias  racviving  Section  8  Existing 
eartifioatas  or  vouchars.   Approximatvly  20,000  additional  lovar 
ineosa  familias  would  occupy  rahabilitat«d  •pBrtmafita  but  naad  no 
rantal  assistanca  to  saka  tha  units  affordabia. 

Tha  flvxlbllity  glvsn  to  local  »nd  St«t#  gQv»rniii»nt»  la  an 
important  «■■■!  of  tha  Rant«l  Rahabillt«tion  Progmm.   Tha  program 
places  grvat  dvmsnda  on  local  staff,  mad   ataf J  p»rforift»nc«  across 
tha  country  varivs  tr»mando\isiy.   Soma  local  organisations  ara 
axoallant,  but  th«ra  ara  slso  horror  storias  froa  local  invastors 
of  frustration,  vast«  and  unnacassary  financial  cost  craatad  by 
too  many  local  aganciaa. 

To  carry  out  tha  Rantal  Rahabilitation  Program,  local  staff  must 
hav»  ■xpartisa  artd  oonf  Ld*nc»  and  ba  abla  to  oparata  with 
flaxibility  in  a  dynamic  and  confusing  raal  astata  markat.   That 
is  difficult  for  staff  who  oftan  hava  baan  trainad  to  fill  out 
forma  and  obay  ragulations. 

Tha  Padaral  govarnmant  has  a  rasponsibility  to  maka  tha  naadad 
skills  and  knowladga  availabla  to  local  and  Stata  staff. 
Tachnical  assistanca  can  ba  a  cost -aff act iva  invastmant  and  it  is 
nacaasary  for  tha  Rantal  Rahabilitation  Program  to  ba  fully 
auccaaaful. 

Tha  Administration  racommandad  ai  million  for  Rantal 
Rahabilitation  tachnical  assistanca  in  FY  1S88  and  in  FY  1S8S.   A 
laval  mora  fitting  to  tha  naad  is  #1.9  million  annually. 
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F»d*ral  tvohnlcal  •■■istanc*  should  •nphasiz*  oat,h*rino 
infomatlon  from   t,h*  •xp*ri*nc*  of  prooran  *cuvto»»ra*  *  t,*nan'ts, 
investors  and  oontraotors.   That,  Inforaation  should  'thsn  b*  ummd 
to  convino*  and  assist,  local  staff  to  saks  thslr  prograss 
strsaslinsd,  sispls,  and  rssponsivs. 

Strsaslinsd  prograss  ssan  lovsr  subsidies.   If  propsrty  ovnsrs  srs 
scarsd  off  by  papsrvork,  local  rulss  and  bursauoratio  at'tl'tud»0» 
grsatsr  subsidiss  vlll  bs  nssdsd  to  gain  participation. 

CfillUDlSl^lfiQ.fil.6l^l*   HUD  has  an  sxtsnsivs  systss  for  gs'thwring 
isnsdiats  progras  operating  and  progras  bsnsfit  Inforsation  -tisd 
into  th«  slsctronic  fund  transfsr  disburssnsnt  proosss  (ths  Rvn'tsl 
Rshabilitatlon  Cash  and  Hanagsssnt  Inforsation  Systss^  or  C/HZ). 

Ths  C/HI  SystsM  is  intsndsd  to  bs  of  dirsct  hslp  to  local  prooz^a* 
■anagsssnt.   HUD  has  bsgun  tschnical  assistancs  in  sstting  up 
cosputsrizsd  local  sanagsnsnt  systsss  which  can  intsrf acs  vi'th  -ths 
national  C/HI  Systss.   Thsrs  is  still  such  vork  to  bs  dons. 

Th«  rsconnsndsd  authorizing  languags  would  clarify  that  Making 
bsst  uss  of  this  sxcsllsnt  rssourc*  to  hslp  local  and  Stats 
sanagsssnt  is  psrsittsd  and  sncouragsd  as  part  of  HUD  tschnlcal 
assist anes. 

Ths  Statuts  nov  limits  rshabilitation  subsidy  to  SOX  of  ths 
•ligibls  rshabilitation  cost  up  to  an  avsrags  of  #S,  OOO  p»r 
unit  with  adjustnsnts  possibls  for  high  cost  arsas.   Ths 
Administration  is  rscommsnding  incrsasing  that  limit  to 
07, SOO,  but  only  for  units  of  thrss  or  mors  bsdrooms. 

Ths  following  rscommsndsd  language  is  bassd  on  ths 
Administration  wording. 

*Ssction  17(c) (2) (s)  of  such  Act  is  sssndsd  by  dslstlng 
*#S,  000  psr  unit*  and  inssrting  Imssdlstsly  aftsr 
*sxcssd*  ths  following I  *#7, 900  psr  unit  for  units  witli 
up  to  two  bsdrooms  and  ^Q,  SOO  psr  unit  in  ths  cass  of 
units  with  thrss  or  mors  bsdrooms. * 
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COHHENT. 

Th»  lnt»nt  of  this  •m»ndm»nt  !■  to  lnor»aa»  fl»xlbilty  of 
local  admlnlatratora  to  inak»  oar»ful  ooat-b»n»flt  Judgrnvnta 
without  balng  unduly  llmitad  by  rigid  national  rulaa.   Zt  ia  not 
tha  intantlon  to  inoraaaa  avaraga  par  unit  aubaidiaa  to  any 
aignifioant  dagraa.   Tha  continuing  limitation  that  rahabilitation 
aubaidiaa  cannot  ganarally  axoaad  SO  parcant  of  tha  coat  of 
rahabilitation  vill  ramain  aa  a  vmry   affaotiva  cap  on  projaot 
aubaidiaa. 

Tha  Rantal  Rahabilitation  Damonatration  oarriad  out  by  HUD 
prior  to  tha  national  program,  which  had  no  rigid  national  limit 
aimilar  to  that  of  tha  praaant  lagialation,  had  an  avaraga  of  only 
•3, 900  par  unit  aubaidy. 

C.    Dfi£t.Cit»lbit.Ult.B<.StCtlfiD.fi.Ct£tl<lClttl.lDd.YByQbtCt.^B 
e£t^tDt.CllBilCtatDt.fi<.LfiXtC.lDgBat.ItDlDtl.BtlldlDg-lD 

BtDtii.BtbibmtitlBD.UDlti.eclBC.tB.BtbiblUtiUfiDt. 
Tha  following  amandmant  ia  raoommandad. 

Saotion  16  of  tha  Houaing  Act  of  1937  ia  aaandad  by  adding 
tha  following  aftar  tha  laat  aantanoa  of  paragraph  lft(b)i 

"Tha  liMitation  ahall  not  apply  to  unit*  aada  availabla 
undar  Saotion  6  Cxiating  houaing  aaaiatanoa  oontraota 
for  tha  purpoaa  of  pravanting  diaplaoaaantf  or 
amaliorating  tha  affaota  of  diaplaoaaant,  inoluding 
diaplaoamant  oauaad  by  ranta  axoaading  30  paroant  of 
monthly  adjuatad  family  inooma,  of  lowar  inooma  familiaa 
from  projaota  baing  rahabilitatad  with  aaaiatanoa  from 
rahabilitation  granta  undar  Saotion  17  of  thia  Aot.   Tha 
Saoratary  ahall  not  otharwiaa  unduly  raatriot  tha  uaa  of 
paymanta  undar  Saotion  6  houaing  aaaiatanoa  oontraota 
for  thia  purpoaa. * 
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W»  support  th»  adnvndntfnt  In  HR-4  vhlch  «tat»«: 

Th«  tlrmt   ■•nt«no«  of  Section  6(0) (3)  ot   th«  Unlt»d  States 
Housing  Act  ot   1937  la  aM«nd»dt 

(1)  by  striking  *or*  bsfors  *(C)*|  and  (2)  by  Inserting 
bs£or»  ths  psrlod  at  th»  and  th»  following t   *or  (D)  • 
Easily  rssldlng  In  •  projsot  bvlng  rvhabilltatvd  und»r 
Ssotlon  17  that  Is  datarslnad  to  b*  a  lo«»r  Inooaa 
Easily  at  ths  tlas  It  Initially  rvcviwa  aflslatanc*  and 
vhoss  rsnt  aftar  rehabilitation  would  axcaad  30X  of  tha 
Monthly  adjustsd  Incoas  ot   ths  faslly. * 

COHHEMT 

Tha  purposa  ot   thasa  amandnants  ara  to  maka  It  claar  to 
public  housing  aganciva  that  mny   cvi-tiflcnt*  or  vouchar  avallabla 
to  than  nay  ba  usad  to  pravcnt  diaplacvrnvnt  of  lovar  Inoona 
tanants  living  In  projvcta  aaaistvd  by  5«c;tloTi  17  Rahabllltatlon 
Grants.   Tha  satutory  diractlva  la  fiecesaary  to  ovarcoma  various 
statutas  and  regulations  vhich  unduly  rvstrlct  such  usa.   Thasa 
Am^ndttivnta  mako  It  claar  that  any  available  Section  8  Existing 
houfllng  reaourcaa  nay  be  used  to  avoid  diaplacenent.  Including 
diaplacenvnt  caused  by  Increases  In  rents. 

Under  current  HUD  Interpret at lone  and  regulations  there  ara 
several  restrictions  on  the  use  vouchers  and  certificates  that 
makes  the  application  of  these  rental  assistance  tools  unduly 
burdensome  and  unworkable.   The  proposed  amendments  are  Intended 
to  correct  the  following  situations: 

o   current  rules  do  not  permit  vouchers  to  be  used  for 

tenants  with  Incomes  between  50?:    SOX  at   median  Income 
who  are  forced  to  move  from  units  rehabilitated  under 
Section  17  because  they  can  tta   longer  afford  the  rent. 
This  Is  of  course  the  preciae  reason  that  rental 
assistance  Is  usually  needed  In  conjunction  with  the 
Rental  Rehabilitation  ProgramI 

o   present  rules  do  not  allow  giQscal  use  of  certificates 

and  vouchers  for  persons  In  Rental  Rehab  units  who  are  or 
would  be  displaced,  however   vouchers  and  certificates 
allocated  as  "RRP"  certificates  «nd  vouchers  may  be 
targetted  In  this  manner.   The  distinction  between 
■regular*  and  ■RRP*  certificates  and  vouchvrd  Is  blurry  at 
best,  particularly  as  communities  are  urged  to  use  *RRP* 
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voucher*  on  an  Interim  baaia.   Pvrmitting  any  o»rtlfloat»a 
or  vouoh»ra  to  b»  ua»d  und»r  th»  mmmm   rul»  would  glv* 
gr»at»r  flexibility  and  indue*  mor»  •ffici»nt  local 
managamant. 

o  A  oomplioatad  adminiatrativa  prooadura  la  currantly  uaad 
to  control  tha  allocation  of  Saotion  6  raaouroaa  to 
tananta  with  incomaa  batvaan  90-80  parcant  of  madian  who 
ara,  or  would  otharwiaa,  ba  diaplaoad  by  Rantal  Rahab 
activity.   Tha  amandmant  would  ramova  tha  raatriction  and 
tha  aaaociatad  adminiatrativa  burdan  and  aaaura  that  any 
lowar  incoma  tanant  naading  aaaiatanoa  to  avoid 
diaplacamant  could  gat  it. 

If   you  hava  any  quaationa  ooncarning  our  racommandationa, 
plaaaa  fael  fraa  to  contact  mm. 


Sincaraly, 

A/ 

Jamaa  A.  Rapp 
Exacutiva  Diraotor 


Hr.  Jarry  HoHurray 
Staff  Diraotor* 
Houaa  Suboommittaa  on  Houaing 
and  Community  Davalopmant 
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BrNAlWBMTHJNTERNAnnaNAIj 


March  16,  1987 


TiM  Bonorabl*  Hmiry  B.  6oiis«l«s 
Chainun,  SubcoaKltt**  on  Bousing  and 

Co—unity  Davalopaant 
Bona*  Coaaittaa  on  Banking,  Finance  and 

Urban  Affairs 
2132  Raybum  Building 
Indapandanca  and  8.  Capitol  Btraats,  8W 
Washington,  D.C.  20515 

KEt  Co—inte  in  Raaponsc  to  R.R.4 

Daar  Mr.  Chainum 

On  behalf  of  the  Senior  Citisena  Housing  Coaaittee  of  B'nai  B'rith  International, 
I  irottld  like  to  offer  our  coaaenta  with  reapect  to  your  conaideration  of  R.R.4. 
In  lieu  of  oral  teatiwmy,  ve  would  appreciate  your  inclusion  of  theae  en— uta 
in  the  official  record. 

B'nai  B'rith  International,  through  its  Senior  Citisens  Rousing  Coaaittee, 
has  for  the  pest  15  yeara  been  involved  in  a  cooperative  partnership  with 
the  federal  govamaent  in  building  subsidised  houaing  for  senior  citisena 
through  the  various  prograas  of  the  Departaent  of  Rousing  and  Urban  Develop-, 
aent,  under  Section  202/236  and  now  202/8.  During  thia  tiae,  we  have  opened 
20  aenior  citisens  apartaent  buildinga  nationwide.  We  have  three  additional 
projects  under  construction,  and  are  currently  preparing  to  aubait  another 
five  applicationa  for  Section  202  funding  to  the  Departaent  of  Houaing  and 
Urban  Dcvelopaent  for  consideration  during  fiscal  year  1987. 

By  1989,  we  will  have  constructed  and  be  operating  23  apartaent  buildings, 
nationwide,  with  Just  over  3,000  apartaents.  While  aost  of  these  units 
house  only  one  Individual,  many  are  for  couples.  We  will  be  serving 
approximately  3,500  older  citizens,  without  regard  to  race,  religion, 
national  origin,  or  creed.  Thirty- five  hundred  people.  That  sounds  like 
a  great  achievement,  and  perhaps  It  is  for  a  single,  private  organisation. 
But,  In  teras  of  answering  the  needs  of  the  senior  cltisens,  it  falls 
terribly  short. 

The  "greying  of  Aaerlca"  Is  well  docuaented.  The  population  65  and  over 
grew  by  20.6  percent  between  1960  and  1970,  and  by  28  percent  between  1970 
and  1980.  Today,  according  to  govemaent  statistics,  27  ail  lion  Aaerlcans 
are  over  65.  The  lapllcatlons  of  these  projections  for  housing  in  this 
-country,  and  for  the  federal  housing  policy  in  particular,  are  profound. 
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Th«  demand  for  Section  202  housing  units  f«r  •xc««dt  th«  supply.  This  It 
documented  by  th«  national  lurvey  of  SftctloQ  202  housing  projects  conducted 
In  1984  by  th«  U.S.  Sanata  Spqclal  Commit tee  on  Aging,  and  conflmad  by 
our  axparlanca  at  B'nal  B'rlth  Internaclona  .  A  turvay  of  tha  B'nal  B'rlth 
facllltlat  ravaalt  that  aach  o  our  20  projects  It  flllad  to  capacity.  Tha 
thraa  projects  ttlll  In  tha  davalopmant  ttaga  ara  already  accumulating  tliable 
Va  Ing  llici  even  though  construction  It  far  from  complete  and  no  public 
announc fluent;  for  applications  hat  been  made.  Our  Wathlngton  office  recelvet 
lettert  and  callt  dally,  from  Indlvldualt  all  acrott  the  country,  requettlng 
Information  about  our  program,  and  atklng  where  they  can  find  available 
houtlng. 

Yet  thete  flguret  repretent  only  a  fraction  of  the  actual  number  of  pertont 
who  need  the  houtlng  that  thete  projectt  offer.  Waiting  llttt  only  repretent 
thote  pertont  who  chote  to  apply,  and  doet  not  Include  thodft  vha  verr  dlfl- 
couraged  by  che  proip«c  of  a  long  wait  4nd  choi*  not  to  bottiar.   H^ny  tin** 
thete  are  tha  people  vhg  may  be  mott  In  need  of  iffordable  houBlng   5<nnetliM» 
a  waiting  lltt  becomet  "frosen"  and  no  new  namet  are  added.  For  cxaaiple  at 
our  two  houtlng  facllltlat  In  Allentown,  PA,  the  waiting  llac  haa  been  "froatn" 
for  four  yeart.  They  are  jutt  now  beginning  to  accept  new  appllcationt  for 
apartmentt.  Unfortunately,  we  can  document  tlmllar  tltuatlont  In  many  other 
cltlet  acrott  the  country. 

With  thlt  In  mind,  we  would  like  to  offer  the  following  tpeclflc  polntt  to 
be  Included  In  H.R.4. 

1.  At  one  of  HUD't  mott  tuccettful  programt,  the  Section  202  direct 
lodn  proftraoi  for  tha  tldorly  and  handicapped  thould  be  authorised 
to  fund  fln  additional  nlninum  of  12,000  houtlng  unltt  with 
«pptoptlatlon»  of  9   miTilnuiii  of  $750,000,000  (adjutted  annually 
for  Inflation),  Ten  yean  a^o,  thlt  program  wat  being  funded  at 
levels  of  ^0  000  unltt.  Today,  with  the  numbert  o  nevdv  elderly 
growing  Urgcr  each  day,  we  mutt  retltt  the  trend  to  barely  keep 
the  progrjin  a  Ive  and  viable,  and  take  ttept  to  Inture  that  our 
future  needt  are  met.  The  1981  White  Houte  Conference  on  Aging 
called  for  a  minimum  of  20,000  unltt  annually  for  thlt  program. 
We  agree  with  thlt  recommendation. 

2.  Provide  that  eligibility  for  occupancy  In  low  Income  houtlng. 
Including  the  Section  202  direct  loan  program,  be  extended  to 
famlllet  and  t  ngU  paraona  with  Incomet  of  up  to  80  percent 
of  the  median  Income  for  the  area. 

The  current  limitation  requiring  that  eligibility  for  admlttlon 
to  occupancy  bk  limited  to  thote  with  Incomet  of  50  percent  of 
the  median  Inrotpa  for  the  area  la  far  too  rettrlctlve,  thutt  out 
low  Income  famlllet  and  paraona  who  cannot  obtain  decent  hgualng 
without  the  expenditure  o  e^eesilva  percantagai  o  their  incooe*- 
often  In  excett  of  50  percent  «reat««  over ^concent rat lona  of  tha 
very  poor,  and  tendt  to  retult  In  tha  ifae  of  Duxlnun  eubaldiaa 
per  unit  tubtldlsed,  rather  than  maximising  th«  nimb^r  racalvlni 
attlttance.  Such  an  amendment  would  return  eligibility  to  the 
Income  groupt  originally  made  eligible  In  the  1974  Houtlng  Act. 
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Our  •xperlence  «t  B'nai  B*rith  indic«tet  that  well  over  85X  of  the 
residents  in  our  buildings  are  in  the  very  low  income  group,  and 
would  continue  to  be  so,  even  if  the  limits  were  to  be  raised. 
However,  we  are  currently  faced  with  the  task  of  rejecting  many 
needy  and  deserving  individuals  whose  incomes  are  only  slightly 
above  the  very  low  income  range. 

In  New  York  City,  50  percent  of  the  area  median  income  is  $10,350. 
Where  does  a  widow  with  an  annual  income  of  $11,000  apply  to  live? 

3.  Occupants  of  Section  202  and  other  housing  projects  where  the 
Section  8  Housing  Assistance  Payments  are  used  as  subsidies 

are  required  to  pay  30  percent  of  income  for  rent.  Administratively, 
HUD  has  determined  that  if  the  30  percent  of  the  family's  or  person's 
income  is  more  than  the  fair  market  rent  for  the  unit  to  be  occupied, 
that  family  or  person  is  considered  ineligible  for  occupancy.   This 
penalizes  an  otherwise  eligible  family  or  person  unfairly,  simply 
because  a  given  project  has  a  relatively  low  rent  structure. 

Because  conscl^ntlouB  owners  and  management  have  controlled  costs  and 
have  not  routinely  sought  rental  increases,  the  income  eligible 
applicant  is  penalized  by  not  being  admitted  to  the  building. 
However,  the  same  individual  is  able  to  gain  admisflloa  t{>  dnother 
Section  202  building  vlth  a  higher  rent  structure,  vlth  ^n 
accompanying  fovermsent  subsidy  which  would  not  have  been  required 
in  the  original  case. 

Clearly,  this  "catch  22'*  situation  is  a  disincentive  to  keep  costs 
down.   By  mdintdlning  a  tow  Biark«t  rent,  management  imisC  limit 
prospec  ive   applicant   to  only  choae  persons  vith  the  emallest 
annual  Incooie   Thla  again  creates  an  overconcentraclon  of  "poor" 
and  tends  to  "stlgmat  ze"  3.   partlf:iilar  f^c^lllty  Yrota.   a  deficit 
reduction  view,  it  also  cnaxiinizee  the  use  of  government  subsidy 
dollars  rather  than  provide  quality  housing  for  as  many  Income 
eligible  persons  as  possible. 

H.R.4  should  be  amended  to  permit  such  families  or  persons  to  be 
assured  admission  if  they  are  otherwise  eligible  under  HUD 
guidelines. 

4.  Various  efforts  are  being  made  to  permit  the  prepayment  of 
mortgages  covering  low  Income  projects  such  as  Section  202 
projects  for  the  elderly  and  hanilicapped  where  the  market 
demand  for  housing  suggest a  that  higher  rents  and  profits  could 
be  obtained  should  the  mortgages  be  paid  off  immediately.   This 
would  result  in  the  loss  of  already  limited  housing  resources 
for  the  low  Income  elderly  or  handicapped  if  such  prepayments 
were  permitted. 

Accordingly,  H.R.4  should  include  a  provision  that  would  allow  a 
low- income  project  mortgage  to  be  prepaid  prior  to  the  maturity 
date  of  the  mortgage,  without  penalty,  but  with  a  provision  that 
HUD's  requirement  assuring  that  the  project  would  continue  to 
serve  the  original  purpose  for  which  it  was  approved  would  still 
be  in  effect. 
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5.  H4vlri|i  d«monttr«t«d  Its  tuccctt  in  meeting  th«  n««dt  of  th«  fr«ll 
tldtrly  «nd  tha  handlc«pp«d,  «nd  with  continuing  unmet  n««dt  «Bong 
iuTiy»  ajnr  chotJ««ti<ti I  th«  Congr«g«t«  Housing  8«rvlc«t  Program  (CH8P) 
»hould  b«  twltA  li«^t  «nd  •v«ntu«lly  b«  «uehorii«d  to  ■•rv«  «n 

add  l(>nfll  minimua  of  20,000  frail  aldarly  and  handlcappad  famillat 
and  parsons  annually,  to  ba  allocatad  batwaan  Saction  202  and  public 
housing  projactt  at  currantly  adminlttarad. 

Racogniilng  that  H.R.4  authorliat  $10,000,000  for  FY  1988,  wa  at 
B'nai  B'rith  faal  that  raiting  thit  authorisation  to  $30,000,000 
would,  in  attanca,  doubla  tha  tiia  of  tha  currant  program,  allowing 
for  approximataly  61  nav  grantaat  and  pruvt<llfig  4upt>^itlva  tarvlcat 
for  Approxlnattly  42Q0  n&ra  indlvidualt  for  a  thraa-yaar  parlod. 
Thlt  $)l>,OOOfOO0  autlay  would  ratult  in  tignificant  tavlngt  to 
tha  fadarat  govarnntnt  if  thata  tupportiva  tarvlcat  wara  to  ba 
obtalnad  undar  a  mora  traditional  inttitutlonal  tatting. 

6.  H.R.4  thould  ba  amandad  to  provlda  that  whara  mandatory  maal  programt 
ara  in  affact  in  lactlon  0!  projactt,  projact  ownart  mutt  ba 
parmlttad  to  avict  any  tanantt  who  rafuta  to  pay  for  tha  raquirad 
maalt  aftar  having  baan  alvan  raaion«hK  notlca  and  aftar  tha  tanant 
hat  axhauttad  all  appaalt  procadurat  to  tha  Sacratary  of  HUD  at  wall 
at  all  avallabla  lagal  actlona. 

81nca  tha  Incaption  of  tha  Saction  202  program,  tha  fadaral  govarnmant  hat 
dapandad  upon  tha  non-profit  community  to  thara  in  tha  tatk  of  providing 
tha  tanta  of  ^^unmltaanr  and  ctiallanga  in  making  quality  houtlng  avallabla 
to  low-lncoma  lanlor  cllliani   For  tha  non-profit  organiiatlont  in  ganaral, 
and  B'nal  B'rith  In  particular,  thlt  partnarthlp  hat  baan  an  axcitlng  and 
aya-opanlng  axpa  lane*  of  govartimant  and  prlvata  groupt  working  hand-in-hand, 
to  tha  banaflt  of  thoutandt  of  Amarican  cltiiant.  Wa  baliava  that  many  tax 
dollart  hava  baan  tavad  through  thlt  houtlng  program,  and  that  paopla  who 
naadad  tha  halp  mott  hava  baan  halpad. 

Without  tha  tiralatt  tupport  of  your  comnlttaa,  tha  non-profit  community 
could  not  continua  in  this  graat  andaavor.  Tha  ramarkabla  advancat  that 
thlt  country  hat  mada  in  accomplithing  our  houtlng  goalt  would  not  hava 
coma  about  if  It  wara  not  for  tha  tignificant  participation  of  tha  fadaral 
govarnmant. 

Ua  contldar  It  to  ba  a  priviladga  and  a  tacrad  tatk  to  ba  involvad  In  thlt 
program  of  caring  for  tanior  cltiiant,  and  wa  hopa  to  continua  to  build  naw 
projactt  In  cooparation  with  HUD.  Providing  affordabla  houtlng  for  tha 
aldarly  raqulrat  a  long-tarm  commltmant  of  tima  and  ratourcat.  Ua  hava  that 
comnltmant.  It  la  bacauta  of  thlt  commltmant  that  wa  now  axpraaa  our  viawa. 

Mr.  Chairman,  wa  appraclata  tha  opportunity  to  ahara  thaaa  thoughts  with  you. 
Thara  hava  baan  many  critic lamt  of  tha  Bactlon  202  program  and  Ita  fora- 
runnart  In  aubaldliad  houtlng  for  tha  aldarly,  but  on  balanea,  wa  auat  focua 
on  all  of  tha  good  that  haa  baan  in  thla  partnarahlp  batwaan  govarnmant  and 
non-profit  organiiatlona. 
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We  look  forward  to  being  able  to  assist  you  in  strengthening  this  program 
and  for  the  opportunity  to  continue  to  provide  quality  housing  for  our 
needy  seniors. 

Sincerely, 


Nathan  I.  Nagler 
Chairman 


NIN : hmn 
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RENTAL  H0U8INQ  ASSOCIATION 


HOUSE  OP  REPRCSCNTATXVES 

COHHITTCC  ON  tiANK  HO,    fJHAHCK   AND  URBAN  AFFAIRS 

8UIC0HHXTTCC  iiN  NuUbiiNL^  AHU  CunKUHTTY  DCVCLOPHCNT 

NIAIIIHQi  ON  THC  HQUaiJJO  AMD  CONNUNXTY 

dkvglophcict  act  or  1M7 

MARCH  12,  ita? 


IIAII0I0I.OC 

BIVIAk.UOUIXIIO.AIIOCXAIXOII 


Th«  R#nt«   Houplno  Aaaoolatlon  (RHA)  !■  •  n«v  oro«nisation 
r*pr*s*nting  th««  nDHtly  aiiiaii  mami;    r«ai  •■tat*  inv«atora  vho 
ovh  and  (HaAag*  r*ft  al  pfq^vrty,   Tha  vaat  majority  of  tha 
ftitRbarahlfi  par^tiaip«t«  in   tha  Rantai  Rahab  Prooran  and  tha  Saotion 
ft  D«r  i float*  and  vouohtr  proorana  of  tha  Dapartmant  of  Houaino 
and  Urban  0»v*ictpn«nt  + 

Tha  Rantai  Hahab  Profir**  ia  Itaaif  raiativaiy  nav,  and  tha  RHA 
vaioomaa  th  a  app&rtuhlty  to  ahara  ita  nambar'a  aMparianaa  vith 
Rantai  Rahab  and  tha  many  innovationa  it  haa  introduoad  into 
oovarnmant  aponaorad  iov-inooma  houaino* 

Tha  RHA  bailvvTH  thai  tha  n^ntHl  Rahab  Pr^aratt  ia  aoundi  it  ia 
vorkino  vaii   and  ahputd  b*  oanl  nuad  v  thout  major  ohanga.   Tha 
ftantal  ftahab  Prugrk*  d*B*rv*«>  and  la  r«a*lwinQ»  bi-'partiaan 
a^pport    Uaat  ya*   tha  Cnngraaa   naraaaad  prooram  funding  to  ita 
hiiphaat  l*vaLp  *^00  willion,  daaptt*  an  Adm4niatration 
raoommandation  to  tarKlnatv,   Thia  /«ar,  avan  tha  Adminiatration 
ia  raturnino  to  a  modaat  iavai  of  aupport  vith  a  funding 
raoommandation  of  975  miiiion. 

■IVUU.BCHAI  PirO(}B*B.»mB8«IKI 

•  CCOdyflHOO.ll.tliatiitOik   Ovar  70, 000  unita  ara  undar 
oonatruotion  or  oompiatad  in  i2, 000  projaota.   Hora  than  50,000 
additional  unit-  nil   b*  at  hi:  tad  in  FY  1967 

•  COIll.lCt.iQI.TllU.Bgga.ll^tCliiaSb  ^^r  unit  aubaidy  ia  only 
•3,200  vith  «vai«o*  rahab LiittttAMB  ooata  of  •9,ft00  par  unit. 
Tvo  dollara  nt  sthar  funda,  moatly  privata,  ara  lavaragad  for 
aaoh  Rantai  Rahab  dollar  invaatad. 

•  ItOttll.it.billb^CfiE.lflVtC^lDgfiK.ltimttt.   93  paroant  of  tha 
unita  ara  aoaupiad  tir    l^var  Inadma  famillaa  <aomparad  to  a 
prograiB  raciuiranant  <it   70  pamaAtt  and  7S  paroant  ara  vary  lov 
incoma^   rlaat  Pf  Lh»  lovar  inapa*  tananta  (70  paroant)  hava 
raoaivad  oartifioataa  dr  vouchara^   Tha  ramaining  30  paroant 
can  afford  tha  rahabilitatad  unit  vith  no  Saction  A 
aaaiatanoa. 

•  Ibt.Ottd4tli.lCt.k}t40fl.btiBtd>   92  paroant  of  tha  tananta  ara 
familiaa  haadad  by  a  aingla  famala. 

•  iMii.bylidlofli.eotf.iMii.iotit.ioxti&BCi.ect.iooiytfitf*  Tha 

avaraga  aisa  Rantai  Rahab  projaot  ia  amallar  than  ft  unita. 
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Rvntal  Rvhab  ua»a  •  novvl  atralvgy.   Shallow  aubaldlaa  ara 
taT-gvtad  ta  rahabiiitat*  wodaat  rantal  unit  a  for  ■•Cllti.CliC 
rantai  in  lavar  Incoaa  nalgh&orhoo<)a  *h#ra  th«y  can  ba  affordad  by 
Svction  0  c*rtiflcata  antf  votichar  tananta  mm   vail  aa  aoaa 
un^aaiatad  houaaholda.   Tha  aaaialad  tananta  can.  If  thay  wish, 
aav*  ilSb  thair  cartif iflataa  and  vouch^ra-   That  concapt  la 
radical  for  sut^aldiivii  hou*i.ng    hut^  It  vorkat 

Our  org«nlxBtian,  RKA»  rapraaanta  ona  of  tha  kay  actora  In  tha 
Hant*^  fta^ab  prtieaaa,  tKa  invaatora  vho  put  thair  aonay  at  rlak  to 
rahabll  tata  rantal  proparty  In  lovar   ncoav  nalghbarhoodH.   How 
aoaa  tfta  Rantal  Rahab  Prograa  look  froa  tha  Invaator'a 
parapactlva? 

Although  many  of  our  aaabara  would  prafar  tha  old  atyla  of  HUD 
programa   Ilka  ^rcMoi^  s  Subatantiai  and  Hodarata  Rahab)  which 
guiE^Q^^f  tha  invvatar  a  riigh  incona,  va  racogniza  that  thoaa 
oXdvr  pragrawa  ara  vary  axpanalva  coaparad  with  Aantal  Rahab. 
Bacauaa  wa  ballavr  that  gpvvrnBrnt  nuppart.  £ar   iov  incana  housing 
is  nacvavafy  *nd  t^partantr  va  racovaand  that  coat -af fact Iva 
pi-agraaa  liUm   Rantal  Rahab  ba  aaphaaizad    that  Is  tha  kind  of 
prograa  w  naad   n  thaaa  tlaaa  t:tt    ti^ht  budgata. 

Rants X  Rvhab  ptjta  taugh  praaaura  on  tha  Invastor.   With  a  Sactlon 
a  Modarata  Rabab  projact   for  axaapLa^  If  tha  unit  bacoaas 
undaalrabla  for  tba  tananta,  th*  subaidizad  faalllas  auat  stay  or 
losa  all  aaaiatanca.   Tha  proparty        atlll  gats  his  Incoaa  and 
profit.   If  tha  aaaa  thing  happana  vlth  a  Rantal  Rahab  unit,  tha 
tanant  vlll  alapiy  taka  tha  cartlflcata  or  vouchar  and  nova  to  a 
dlffarant  apqrtmant. 

Giving  tha  tanant  that  fraadoa  la  good  for  tha  tanant.   It  halps 
to  aaaura  that  tha  tenant  and  tha  public  ara  gattlng  full  valua 
for  tha  taxpa/«r  ■  ^cinay  apant  on  rant  aubaldlaa.   It  doaa, 
hovavar,  forca  ovnara  to  maka  hard-noaad  financial  daclalona  and 
taka  raal  rlaka! 

RHA  aaabara  racognlza  that  forcing  ovnara  to  hava  thalr  managaaant 
dlaclpllnad  by  markat  tarcwm    and  T«qul.rj.no  dwaioptra  to  naka 
tough   udQiKpnta  On   faaalblllt/  In  tha  fraa  aarkat  halp  to  achlava 
tha  Qdod  coflL'banafit  raaulta  tha  pragr    la  shoving  for  tha 
taKpa/ar.   Va  vlll  accapt  tha  hard  damanda  ftantal  Rahab  placraa  on 
projact  Invvatora  b«c4uaa  va  £iallava  that  a  aaund»  ahallov  subsidy 
prograa  daaarvaa  Congraaalonal  aupport  and  la  nora  in  our  long- 
tara  Intaraat  than  mora  profltabla,  but  high  coat  houalng 

Tha  thouaanda  of  proparty  ovnTu   vho  ara  vllllng  to  undartaka  tha 
rlakfl  and  haadachaa  of   nvaatlng  raal  aonay  In  Rantal  Rahab 
projac  a  In  lauwr    ;Lnco»a  nalghborhooda  apaak  aloquantly  to  tha 
point  that  tria  concapt  doaa  work  for  Invaatora  daaplta  tha  tough 
rola  thay  hava  to  play. 

We  hava  j:our  racomarndatlona  ralatlng  to  Rantal  Rahab  for  tha 
houalng  Autharl^atLDn  laglalatlon  you  ara  nov  conaldarlng: 

i-   B*[i£al^^fbibi^k£4Si<?t^_Eu0^lQgL   The  S200  million  approprlatad 
last  yedr  V44  Just  about  right  iar    m    nev  program  atlll  being 
vorked  out  in   h^  comv unit lea.   A  modeat  incraaaa  to  a250  million 
vould  be  appraprj^aiLB  far  FY  1988.   Many,  many  lover  income  tenanta 
atill  live  in  subatandard  unlta  crying  for  attention. 
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Whll*  •290  million  la  •  aMall  aiiiount  of  th«  annual  houaing  budo*t. 
It  would  rahabllltata  about  ZQa.QQQ.yoilfa.   That  would  b*  a  major 
part  of  tha  houalng  production  to  ba  achiavad  by  all  houaing 
proorama  In  FY  19AA. 

About  49*000  of  thoaa  70,000  unita  would  ba  oooupiad  by 
oartifioata  or  vouohar  holdara»  but,  anothar  20,000  unita  would  ba 
livad  in  by  additional  lowar  inooma  familiaa  without  any  furthar 
houaino  aubaidy  and  who  would  otharwiaa  ba  living  in  aubatandard 
houaing. 

3*   TtQbOliS«^.if«il^lDfif_tQ.BICi4alBBtlDa.aOXtCDDtDlli.   Tha 
Jl*Mitaility  givan  to  local  and  atata  govarnaant  ia  an  important 
aaakt  of  Iha  Itantal  Rehabilitation  Prograp^   Tha  prograin  plaoaa 
gr*at  dafianda  on  local  ataff,  and,  ataff  parlortnanc*  vcrpap  tha 
Dountry  variaa  tramandoualy.   Soma  looal  organ  xdilona  ara 
aMcallant   but  va  l^aar  mmny    horror  atorLaa  from   ocai  invaatora  of 
fruatration,  waata,  and  unnacaaaary  financial  coat  oraatad  by  too 
Ipahy  laoai  fegaitcla*^ 

To  carr   out  tha  Rantal  Rahab  Program,  looal  ataff  muat  hava 
atcpartla*  and  oonfidanea  and  ba  abla  to  oparata  with  flaxibility 

n  a  dynafAid  and  oonfuaing  raal  aatata  markat.   That  ia  difficult 
for  ata^  who  oftan  hava  baan  trainad  to  fill  out  forma  and  obay 
ragulational 

Tha  Padaral  govarnmant  haa  a  raaponaibility  to  maka  tha  naadad 
akiLla  and  knowLa^Jga  avni  atil*  to  local  and  atata  ataff. 
Tachnical  ABBlctanov  cmn  bw   a  ooat  affaotiva  invaatmant  and  it  ia 
naoaaaary  tar   ttta  ftahta;  Hahab  program  to  ba  fully  auooaaaful. 

Wa  ara  plvaavd  that  ih*  Adminiatration  ia  raoommanding  •!  million 
for  Rantal  Rahab  taohnical  aaaiatanoa  in  FY  19A8.   Wa  would 
raoommand  about  tLS  million  annually. 

Fadarai  tachnxcal  aaaiatanoa  ahould  amphaaixa  gatharing 
Information  from  tha  aHparianoa  of  program  *auatomara*  -  tananta, 
invvatora  and  aontractora    That  Inlomation  can  than  ba  uaad  to 
qonvLnca  and  aaaiat  iocaJ.  ataff  to  maka  thair  programa 
atraamlinad,  aimpla,  and  raaponalva. 

Straamlinad  programa  maan  Xavar  aubaldLva.   If  proparty  ownara  ara 
acarad  oi   by  paparvork*  local  rulaa  and  buraaucratic  attitudaa, 
graatar  aubaidiaa  will  ba  naadad  to  gain  participation. 

3.       CtC.UOH.iybtldy  .il>ltl4      Tha   Adnlniatration    ia   making   anothar 
forward   looking   propopal   ^y    r*aoiattwndinq    ■   amall    incraaaa   in   tha 
•9,000   par    unit    limit    on   ksntBi    n«ha^   aubajiiiiva,       (Th*y    rvDoamvEtd 
a   97,000  par   unit   limit   for   apartmanta  of   3  or   aora   badrooma.  > 

Numario  national  limita  ara  inharantly  rigid  and  raduc*  tha 
ability  of  local  officiala  to  maka  raaaonad  Judg^anta  auitabl*  to 
hvlr  (Johnunitiaa    99,000  par  unit  ia,  for  axampla,  a  ralativaly 
■  rg«  fiaraant.  of  davalopmant  ooata  in  aoma  araaa  with  low  raal 
aatata  valuaa,  but  ia  a  vary  amall  parcant  in  othar  markata. 

With  no  rigid  limita  in  tha  Rantal  Rahab  DaaonaLta  ion  carriad  out 
by  HUD  prior  to  implamanting  a  national  program,  tha  avaraga  par 
unit  coat  waa  atill  a  vary  low  93,500.   Tha  raquiramant  that 
Rantal  Rahab  funda  can  only  ba  uaad  for  50  parcant  of  tha 
rahabilitation  ooata  acta  to  limit  tha  rahabilltation  aubaidy 
amount  without  any  dollar  par  unit  limit. 

Tha  Rantal  Rahab  Program  would  continua  to  hava  low  coata  with  gg 
par  unit  aubaidy  limit.   Howavar,  wa  undaratand  that  tha  Congraaa 
pftTm   tha  coat  control  that  atatutory  limita  imply.   If  thara 
muat  ba  limita,  program  parformanoa  would  ba  aidad  by  tha  graatar 
flaMibility  of  raiaing  limita  to  97,500  par  unit  with  as, 500  par 
unit  for  apartmanta  of  thraa  or  mora  badrooma. 
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4.   Y9usbtEI.IDd.St£imfillCf.Xm).BC0ill.Bcblb-   coordination  of 
rant  aubaldlaa  froiR  th»  Sactlon  8  Existing  Houalng  Prograa  and 
rahabllltation  aubaldlaa  froa  Rantal  Rahab  la  tha  aaaanoa  of  a 
coat -af fact iva  tanant  aaaiatanoa  and  rantal  unit  rahabllltation 
program.   Thla  can  ba  a  difficult  problaa  for  HUD  and  local 
aganclaa. 

On  tha  ona  hand.  It  la  not  wlaa  to  hold  cartlflcataa  and  vouohara 
a««y  frca  rtaady  fa^illaa  umt   ao  thay  ara  availabla  whan  naadad 
ior  Rantal  Rahab.   On  th*  othar  hand,  no  invaator  or  city  can 
undartaha  a  rahabllltation  proiact  Involving  low  Incoaa  tananta 
■Ithou   oaing  kbaolutaiy  aaaurad  that  rantal  aubaldlaa  will  ba 
avallabla  at  tha  axact  Bciiiiant  naadad  to  kaap  tananta  froa  balng 
dlaplacad  by  hlghar  rant*  aftar  rahabllltation. 

A  minor  atatutory  clarification  could  glva  local  offlclala  auch 
battar  ability  to  ttia^aga  ajlflciantly  without  tying  up  cartiflcat*a 
and  vouchara  unnacaaaariiy* 

W*  racommand  tK*t  th*  Saction  8  Exlatlng  Houalng  Prograa  b* 
«v«nd*d  to  **ka  it  claar  that  any  vauchar  or  cartificata  can  b* 
t«rovt*d  to  a  lovar  incoma  tanant  who  wauld  othartfisa  ba  diaplac*d 
by    Rantat  I^vhab  projact,  including  diaplacaBant  by  incr**«*d 
rant  aft*r  ranabilitation,  and  that  local  hauaiAg  authorltiaa  hav* 
an  affiraativa  priority  to  ua*  cartlflcataa  and  vouchara  to  that 
and. 

Undar  currant  HUD  Intarpratation*,  aoat  cartlflcataa  and  vouchara 
ii*A  ort  y  go  to  tananta  "ho  actually  laava  thair  apartmanta.   That 
forcaa  unnacvaa^ry  dlaplacaaant  or  inducaa  local  official*  to  hold 
tha  ^«p*ciai   cartlflcataa  and  vouohar*   allocat*d  vith  Rantal 
Rahab   out  of  uaa  ao  thvy  will  b*  availabla  tc  avoid  Rantal  Rahab 
dlaplaoanant.   Th*  racoaaandad  aaandnant  would  giv*  graat*r 
flexibility  and  thua  parmit  aora  afflciant  local  aanagaasnt. 

8UBBABX 

Rantal  Rahab  uaad  in  conjunction  vith  tha  tanant  baaad  rant 
aubaldlaa  of  cartlflcataa  and  vouchara  la  an  affactiva  and 
inaxpanaiva  approach  to  low  incoma  houaing  in  which  invaatora  will 
participata.   Uaa  of  tha  concapt  ahould  ba  continuad,  aupportad, 
atudiad,  and  conaidarad  for  axtanaion  to  othar  houaing  n^^dm. 


Digitized  by  VjOOQ IC 


683 

AARP 


STATEMENT 

FOR  THE  RECORD 
BY 
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Mr.  Chainan,   thank  you  for  this  opportuni^  to  oouioiit  on  H.R.   4, 


tho  Housing  and  Comuni^  Oovolmiont  Act  of  1987.     JUIRP  is  a 
■SBboriliip  organisation  of  oiror  24  Billion  oldsr  parsons.     Wo 
appreciato  tho  opportunity  to  testify  ptoosnt  our  viows  on  fodsral 
houBing  policy  as  it  affects  loti   incoae  and  oldsr  parsons.     Our 

recotnncndations  can  be    viaiaarized  as  fOIlowst 

o     Provont  the  patent! el  loss  of  soao  154»000  PbBA  515,  HUD 
soction  22Ud>(3)   and  Soction  236  low  incoao  rantal 
unita  occupied  by  oldar  psrsons  to  aarkot-rato  and 
condoninioB  conversions  or  deaolition. 

o    Retain  the  section  8  Existing  prograa  as  the  priaary 
fom  of  rental  assistance  for  low  inooae  taericans. 

o    Reauthorise  the  Section  202  Bousing  for  the  Elderly  and 
Handicapped  progrea  at  a  level  to  support  at  least 
12f000  new  units  per  year. 

o    Provide  full  operatino  and  ■odernisation  funds  for 
public  housing.     Continue  production  of  public 
housing  in  areas  with  ihortages  of  low  incoae  rental 
units. 

o    Pemanently  authorise  and  expand  the  Congregate  Housing 
Services  Progran. 

o    Authorise  a  deaonstration  progren  of  FBA  insurance  for 
Hone  equity  Conversion   (HEC)   nortgages. 

In  a  recent  survey  of  our  nenber  and  volunteer  leader  opinions, 
the  lack  of  affordable  honsitiq  «Tnergcd  as  one  of  two  nost  serious 
national    issues  affecting  older   persons       Whil«  great  progress  has 
been  nade  in  inprovlng  the  housing  conditionfl  of  older  persons     too 
nany  still  cannot  find  or  afford  «iU table  boosing.     AARP  believes  the 
federal  government  must  renew   its  commitment  to  the  goal   of  decent, 
affordable  housing  for  all  Americans.     This  yea  's  housing 
authorization  bill  should  provide  a  atari  for   this  effort.     I  would 
like  to  highlight  several   issues  that  AARP  feels  the  committee  should 
consider. 

Halntaining  tbt  Cutggnt  InvOTtftgy  gf  Agfirttd  Houainq 

AARP  is  very  concerned  about  potential   reductions  in  the  current 
inventory  of  assisted  housing  due  to  the  prepayment  of  federally 
subsidized  mortgages,   termination  of  section  8   rental   subsidies  and 
the  sale  of  public  houaing  units.     A  reduction  in  the  number  of 
available  low-rent  units  is  unacceptable,   given  current  unmet  needs. 
To  reidace  these  units  would  be  extremely  expensive  at  today's 
construction  costs. 

Prepayment  of  federally  subsidized  mortgages  threatens  to  displace 
thousands  of  lew-income  and  older  tenants  living  in  multi-family 
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projects  produced  under  the  RnHA  Section  515  Rural  Rental r   HUD  Section 
221(d)(3)    Belov  Market  Interest  Rate   (BMZR) ,  and  HUD  Section  236  Rent 
Subsidy  Prograns.     Current  contracts  require  that  the  HUD  units  be 
limited  to  1  ow- 1  ncotn a  t*n«nti  for  a  forty-y*ft£  pariodr   but  certain 
owners  may  prepay  tb*  mi^rtgnge  «fter   twenty  year*,   terminating  all 
restrictions  on  use  of   the  property,      in  th«  cap*  of  PtaRA  Section  515 
units  built  prior   to  1979r  loans  oan  be  prepeid  at  any  time  without 
agency  approval. 

Large  scale  pcepsyments  by   owners  would  be  disastrous  for  many 
older  persons.     ApproilnatAty  46.9  percent  of  all  Section  515  units, 
23.96  percent  of  €«ctton  21S  and  U.i^  percent  of  221(d)(3)    BMZR  units 
are  occupied  by  older  peraonn^     According  to  a  recent  GAD  report, 
143,530  PmHA  Section  51S  ^uraL    rental   units  built  before  1979  can  be 

frepeid  immediately  without  aocncy  approvAl.     Another  131,639  Section 
15  units  would  be  eligible  after  i»99.     In  addition,    at  least  217,544 
units   (53,850  Section  221(d)(3)   and  I63r«94  Section  236)   will  be 
eligible  for   prepayment  without  KUD  approval   between  1966  and  1995. 
All    in  all,   V*  DBtltnate  that  RnHA  and  HUD  proj«cta  serving  the  elderly 
and  eligible  Tot   prepayment  within  the  decade  ahead  repreaenti 
conservativaly,    7    to   10    percent    of    all    tvdacally    aubaldliad  housing 
for   older  Americana.     Conqreae  acted  laat  yeaf  to  Inpoae  a   ttnporary 
moratoriim  on  prapaymant  of    ao««  of   these  loans,   and  prospects  are 
good  for  an  ettanaion  of  the  moratoriim  this  year*   but  a  long  term 
solution  is  needed. 

The  human  dimension  of  this  problon  was  illustrated  last  year  in 
Sonoma,   California  and  Marysville,   Kashington  where  mortgsges  on  two 
VtaRA  ^15  projects  were  prepaid.     Older   tensnts  faced  rent  increases 
well   beyond  their  means  and  local   housing  authorities  were  only  able 
to  find  them  houaing  by  denying  eaalstence  to  other  older  persons  who 
hire  been  on  waiting  lists  for  2  years  or  more.     The  resources  now 
available  to  miRA  and  kud  ar*  tnaufficiant  to  address  potential 
problMS  if  prepsyments  commence  on  a  large   scale. 

AARP  believes  that  in  developing  federal  policy  with  respect  to 
prepsyment,   the  hardship  to  which  current  tensnts  are  expossd  should 
be  the  maior  consideration.     To  avoid  a ubj acting  low- income  older 
individuals  and  others  to  traimatic  displacement  a,   the  Congress  should 
consider  the  following  actional 

o     VtaHA  and  HUD  should  contact  owners  of  proiects  to 

ascertain  tl^ai  r  intentions.       Owner  decisions  may  well 
hinos  on  niHA/HUD*a  flexibility   in  considering  mortgsge 
modifications,   sale  proposal  a,   and  tranafers  of  physical 
asssts   (TPA's).     These  transactions  have  been  used  to 
provide  capital   to  meet  defer rad  maintenance  or  rehabili- 
tation needa.     They  can  be  significant  to  many  projects 
vlth  loy    replacement  roservca  and  can  also  serve  as 
leverage  for  HUD  to  gain  concessions  regarding  tensnt 
income  charaeteri sties. 

o    Offer  owners  low   interest  loans  to  rehabilitate  older 
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projects  in  retarn  for  aaintaining  than  at  lov-incoaa 
houfling; 

o     raquira  HUD  to  certify  that  tha  aala  or  comraraion  of  any 
unita  would  not  load  to  diaplacaaant; 

o     raquira  that  tananta  ba  givan  f  irat  option  to  purchaaa 
unita  aa  low-incoaa,   liaitad  aquity  cooparativaa,   or 
pern  it  oale  only  to  Tionprof  it  organiaationa  or  public 
bodieft  that  vould  agraa  to  maintain  unita  aa  low-incona 

houBing     and 

o     racaptura  a  portion  of  tha  procaada  ttom  tha  aala  of 

prepaid  projaeta  for  an  aaargancy  houaing  fund  to  finance 
raplacaaant  houaing  for  unita  loat. 

A  propoaal  davalopad  fay  tha  National  Rural  Houaing  Coalition  would 
authoriia  FlaHA  to  finance  non-profit  buyouts  of  Section  515  projects 
whoae  wncia  v«re  oonaidering  prepayments     AARP  beliavea  thia  propoaal 

ia  a   aouna  one  vhtcb  deaervee  the  Ccamittee's  aupport. 

ni«  Section  8  program  providea  rental  aaaiatance  to  aake  up  the 
difference  between  the  feiraarket  rent,   determined  Iff  the  Department: 
of  Housing  and  Urban  OeveloFRient    (hud)  r   and  30  percent  of   a  tenant    s 
Income,      Ecne  491  i)00   Section  6   certificates  ate  now   available  to 
elderly   households >      Non- renewal    of    Section  S   contracts  oould  result 
in  a  loss  ty  199S   of  600,000  to  1  ailllon  units  f  tcm   the  Icv-incQme 
houaing  Inventory,    including  many  now  occupied  ty   elderly   holders  of 
theae  certif  icatea.     It  ia  critical  tbat  this  sBsiatance  be  preaerved. 

HUD  haa  indicated  ita  intention  to  replace  the  expiring  Section  8 
rental   Dubeidies  vitb  housing  vouchers,   s  policy  which  AARP  considers 
auCh  lefts  desirable.      Such  a  Ohsnge  would  trigger  rent  increaaea  for 
many    lOM- income  tenants,    since  voucher   payments  are  less  geTteroQI'  and 
rtsy  be  adjusted  only  twice  during  a  five  year  contract   period,  whereas 
section  B    rent   aubsidies  ate  updated  annually        the    notion  of    the 
voucher   providing  a   ^shopper's  incentive*  is  of   dubious  validity    in  a 
tight  houaing  marketr   it  Is  absurdly   inappropriate  vhen  applied  to 
special   populations  like   the  elderly  and  disabled^   as  those  t^ltb 
aobility   limitations  can  hardly  compete  with  more  able-bodied  persons 
in  finding  affordable  and  suitable  units-      In  addition,    the  voucher    is 
not  1   kely  to  prcpvlda  enough  subsidy  to  induce  many  ot^nera  with  loans 
eligible  for  prepeynent  to  retain  their  propertiea  as  lov- Income 
houaing.     AARP  aupporta  the  Comaittee'a  proviaion  of  75,000  unita  of 
Section  8  Exiating  Certif  icatea  for  FT  88. 

A  concern  for  preaarving  the  low-incone  houaing  imrentory  alao 
arguea  atrongly  a^inat  the  aalc  of  public  houaing.     Inatead,   AARP 
aupporta  full  funding  of  public  bousing  modernisation,   aaintenance  and 
operating  aubaidies  to  help  arrest   deteti oration  of  public  houaing 
atock  and  to  provide  a  safer  and  less  crime-prone  emrironaent  for 
tenanta.     Elderly  houaeholda  currently  occupy  doae  to  40  percent  of 
all  public  houaing  unite.     Recognising  the  uneveneaa  of  houaing 
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conditions  around  th«  country r   AARP  telltv«t  priority  for  ntw 
development  should  be  given  to  areas  with  very  low  vacancy   rates. 

Kxpflnding  Homing  Qyfcipni  for  Qldtr  ABKiani 

Housing  choices  available  to  older  Americansr   particularly  those 
with  low   incomes,   are  too  limited.     In  many  areas,    long  waiting  lists 
exist  for  federally  asBlBt«iJ  senior  housing  projects.     A  related 
problem   is  Xh^   pocr    condition  Jind   jnnultiibll  Ity    of    much  housing 
presently  occupied  by   older  househoide       th«  Section  202  program  is 
the  major  federally   funded  production  progr^in  for  housing  designed 
especially   for   older   p«rflone.     AArf  believes  continuation  of   this 
program  la  vital  to  expanding  hous   nq  option*  for  older  persons. 
We  are  pleaded  that  B.R.   1  contains  an  authorisation  level  to  continue 
the  program  at  12,000  new  units  per  year. 

The  majority  of  older  Americans,    including  those  of  low- income, 
own  their  own  hemes.      Hcwcver     there  is  little  assistance  available  to 
those  older  hcfneowners  who  need  help  with  maintenance,   modifications 
to  compensete  for  piiyflical   limitations  or  in-hone  support.     More  than 
40   percent  of   elderly   hcmeowners  have  persistently  high  housing  cost 
burdens  for  meintenance,    repair  and  utility  costs  —  triple  the 
percental   for  all   homeownera* 

Heme  equity  conv«rHion   (BBC)  enables  older  homeowners  to  convert 
the  equity   in  their  Komee  into  additional  cash  resourcei  while  still 
living     n  the  residence.     Besides  ensuring  continued  familiar 
surroundings,   home  equity  conversion  can  potentially   finance 
htm\e  rnainteiuiTice,     n-hcme  health  care  or  support  services.     BBC 
mechanifivna  have  been  used  on  a  limited  beals  end  there  is  substantial 
interest   in  the  concept  atnong  older  homeowners.      Bowever,    lenders  have 
been  unwilling  to  offer   auch  machiinispiB  an  e   regular  financial   service 
because  they  are  viewed  aa  new  and  untested.     Conventional  long  term 
mortgages  faced  the  aame  problem  at  on<  tl;ii«}  they  became  acceptable, 
however,   once   niA  Inaurance  was  provided. 

Last  yearp    the  House   passed  an  amsndnent  to  B.R.   1  which  would 
have  established  a   5-yesr  demonstration  program  of   federal    insurance 
for   home  equity   converaion  mcrtgagea,    also   known  as  reverse  iDOrtgagei, 
for   older  homeovners.      The  Committee  haa  included  that  provieion  In 
B.n.    A*     An  improved  veraion  of    this  legislation  hea  been  introduced 
by   flcpreeentstive  Wortley   as  H.P.    1020   thia  y*ar»    and  we  would  ur^ 
the  committee  to  substitute  the  new  tfortley    language  for  what   is 
preaently   in  the  housing  bill       Under   the  provisions  of  H.  H.   1020 
up  to  2300   federally   insured  mortgagee  nay  be  written  by   authorised 
lenders  with  FHA  insurance  to  protect   both  lenders  and  homeowner  a 
against  risks  such  as  default  or  eviction.     An  older  homeowner  would 
be  guararteed  the  right  to  ronain  in  his  or  her  home  until  death  or 
sale  of  the  house. 

AARP  believes  that  this  demonstration  program  will  be  very 
valuable  in  developing  viable  reverse  mortgage  instruments  to  assist 
older  homeowners  who  are  "house  rich,   but  cash  poor."    Although  we  do 
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not  know  enctly  how  aany  of  thOM  houteholds  thoro  are,   nany  among 
the  4'«5  Billion  single  older  honeownere  will  fall  into  this  category. 
Miong  existing  reverse  nortaage  prograas,   hoaieowner-bor rowers  are 
typically  single  feeales,  with  an  average  age  of  75,  and  annual   incoae 
of  less  than  $10,000. 

ftoiisino  vith   SuppoFt  Bfefvicea 

Housing  for  older  persons  imrolves  nore  than  just  bricks  and 
■or tar.      indlviduAl  physical  linltations  dictate,   to  a  large  extent, 
the  ooaposition  of  housing  Bervices  required  fay  older  persons 
Appcoxiniately   or«   out  of   f  We  peradna  a^d  65  or   dlder  has  at  least  a 
mild   degree   of    disability      and  the  likelihood  of   beooaing  disabled 
increases  «^lth    age^      Par   example,    4fit  of   thoa«  aged  85    and  over  are 
functionally    Impaired,    compared  with  13%  of   those  aged  65-74.     An 
older   person's  housing  einrironRient  can  either   enhance  motdlity  and 
independence  or  Add  street  to  an  already   iiipaired  individual. 

Support  services  enable  older   persons  who  can  no  longer  live 
without  assistance  but  do  not  require  extensitre  medical   eupervision  to 
"age  in  place"       one  of   the  unreaolved  challenges  o£   hous  ng  for   older 
persons  is  the  accommodation  of   in- hone  supportive  services.     The 
population  aged  75   and  over    is  projected  to  grow  by  51  percent  £  ro» 
1980  to  2005.     vhile  Individuals  in  this  group  are  clearly  at  risk  of 
becoming  institutionalised,   they  can  live  independently    in  their  own 
communities  with  appropriate  services.     Anong  non- institutionalised 
individuals  over  a^  65,   43  percent   need  some  wrt  of   aid  in  daily 
function  either  from  family     friends,    or  ptof eesion^ls.     This  aid  aay 
range  f roai  help  in  preparing  food  and  dispensing  medicine,   to 
assistance  with  walking,   or  supplying  transportation, 

A  large  nuaber  of  <ader  tenants  living  in  federally  assisted 
housing  (1.7  million  older  households]   vculd  benefit  frosi  support 
services  since  they  have  few     if   arty     alternatives  to  their  current 
residences,     ihe  Congregate  Bousing  Services  Prograa  (CHSP)  provides 
nutrition,   housekeeping  and  personal  care  assistance  to  elderly  and 
disabled  persons  in  public  and  section  202  housing.     However,   the 
program  only   serves  61   housing  projects  nationride. 

AARP  believes  that  the  CHSP  should  be  peraanently  authorized  and 
expanded.      K  recent  comprehenAlve  evaluation  of    the  program   shows  that 
it  is  not  only    highly    Buccescful    in  improving  participants*    quality   of 
life,   but  offers  a  viable,   cost-effective  alternative  for   rtany  current 
nursing  home  residents  and  f call   elderly  tenants  of  public  housing. 
AARP  supports  an  authorisation  level   of   at  least   $30  Billion  for   FT 
88.     Further,  we  recomnend  a   part  of   these  funds  be  used  to  finance  a 
an  independent  stud^   conducted  by  a  university  or  quel  if  ed  research 
entity  tot 

1)  Docunent  the  nunber  of  elderly   in  federally 
assisted  housing  at  risk  of   institutional is ati on. 

2)  Study  alternative  delivery  systens  in  the  states, 
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including  CRBPf   to  providt  Mrvic«i  to  old«r  ptrsont 
in  congr«9ftt«  and  attiitod  housing. 

3)  To  asMtt  oxitting  and  potential  financial   ratourcat  at 
tha  fadaraly   atata  and  local  1  aval  a  for  tha  support 
of  congragata  housing  sarvicas. 

AARP  baliivas  such  a  stu^  would  ba  usaful   in  clarifying  tha  naads 
of  oldar  parsons  in  assistad  housing  and  would  sarva  aa  a  bluaprint 
for  integrating  fadaral  and  atata  aiforta  in  tha  proviaion  of 
congragata  aupport  sarvicaa,     Ka  havo  attached  to  thia  sta tenant  a 
fact  ahaet  deacribing  tha  Congregate  Bousing  Barvicea  Progran  in 
greater  detail  and  outlining  the  reasons  for  expanaion  of  the  program. 

Cgnfilmipn 

By  1995 f  €  million  additional  older  houaeholda  will  be  formed. 
Ttiree-fourtha  of  this  increase  will  be  amono  those  aged  75  and  older. 
Many  of  these  households  will  be  poor  and  will  require  aupport 
aarvicea  to  ronain  living  independently. 

Ttie  nation  ia  ill-prepered  to  meet  the  needa  of  these  future 
households  or  the  millions  of  older  families  that  are  currently  aging 
in  place.     Deapite  this  f actf   efforta  to  house  low  income  and 
vulnerable  Americana  have  been  drastically  reduced  at  the  federal 
level.     AARP  believea  it  ia  easential  to  Uke  another  look  at  the 
nation' a  housing  problema  and  aee  how  a  better  job  can  be  done. 

AARP  commenda  the  committee  for  holding  theae  hearings  and 
expreaaing  ita  intention  to  peaa  a  housing  authorisation  bill.     Ke 
look  forward  to  working  with  you  in  addreaaing  these  pressing  national 
houaing  problona. 

Thank  you. 
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00116  RB6ATE  HOD  SING  SERVICES  PROGRAM 

Qwgtjgng  and  Anwfggg 

1.      0.      WHAT  IS   THE  GONGRBSATE  H0DSIN6   SERVICES   PROGRAM    (CRSP)? 

A.     CHSP  it  a  deaonstration  progran  author itad  under  Title  IV 
of  the  1978  Housing  and  Comaunity  Development  Act  Amend- 
menta,  which  enables  HUD  to  grant  funds  to  local  Public 
Housing  Agencies  and  non-profit  organisations  under  the 
Section  202  Elderly  and  Handicapped  Housing  program  to 
provide  meals  and  supportive  services  to  frail  or  impaired 
elderly,   non-elderly  handicapped,   or  tonporarily  disabled 
residents  in  need  of  such  services. 

WHAT  IS   THE  PURPOSE  OF  CHSP? 

To  prevent  premature  or  unnecessary  institutionalization 
of   residents  throu^  the  provision  of  services  that  enable 
them  to  remain  independent* 

HOK  DOBS    THE  CHSP  WORK  AT  THE  LOCAL  LE7EL? 

Once  HUD  has  approved  its  grant  application,   the  public 
housing  authority  or  Section  202  sponsor  establishes  a 
Professional  Assessment  Committee   (PAC) •     Ihe  PAC 
establishes  adnissions  criteria  and  reviews  resident 
applications.     Consistent  with  HUD  guidelines,   PAC  members 
must  include  health  and  social  service  professionals  and 
assist  the  project  management  in  assessing  the  eligibility 
and  needs  of  apid.icants.     PAC  members  are  all  volunteers 
and  serve  without  pay. 

Participation  in  CHSP  is  voluntary  for  residents.     Each 
resident  pays  what  they  can  afford  for  services  based  on  a 
sliding  scale. 

4.      Q.      WHAT  TYPES    OF  SERVICES    ARE  PROVIDED  BY  CHSP? 

A.     By  law,   projects  participating  in  the  CHSP  provide  at 

least  two  meals  a  day,    seven  days  a  week  to  participating 
residents.     Other  services  provided  may   include  household 
chores,   personal   assistance,    and  transportation.     The  mix 
of   services  for   each  participating  resident  is  developed 
by  a  volunteer  professional  assessment  committee  at  each 
site. 

5.      0.    DOES    1HE  CHSP  PREVENT  PREMATURE  OR  UNNECESSARY  INSTITU- 
TIONALIZATION? 

A.     Yes.     An  intensive  evaluation  of   the  CHSP  demonstration 
was  conducted  for  HUD  by  the  Hebrew  Rehabilitation  Center 
for   the  Aged   (Boston,    Massachusetts)    from  1980   to  1985. 
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Mtulti  rtlMMd  tarlitr  this  ytar  ahov  that  only  15 
P«rc«nt  of  thoM  participating  in  CR8P  ooaparad  to  25 
parc«nt  in  th*  control  ^roup  wart  inatitutionaliiad.     Alao 
■ignlf  leant  wa«  tha  aUant  to  which  tha  availability  of 
ctfSP  urvtcaa  allowv^  nuraing  hona  raaidanta  to  nova  to  a 
«»  raatfictiv*  «r>vl  ronnvnt.     Tha  atu^  ahovad  that  tha 
proportion  of  paraons  moving  froei  nuraing  honaa  to  CR8P 
aLtaa  vai  f  1  v  tta*a  hiahT  than  that  of  thoaa  moving  to 

€•      0.      ROIf  DO  IHI  008T8   OF  CUSP  OONMXI  KZTR  NDXBZIIO   HOMBB  OR 
OTHER  fllHILAR  SOCIAL   BKltVXCI   PR00RAHB7 

A.     Ttia  RUD  aval  nation  irtdlcatad  an  avaraga  daily  coat  of 
$€•80  for  OTSPvaraua  |3(  for  intarnadiata  cara.     A  1984 
analyala  cottiparai  tha  coata  of  22  CHRP  grantaaa  witlt 
nuralna  ham*  co»ta  in  tha  atataa  whara  than  grantaaa  wara 
i  oca  tad.     Til  a  data  ahovad  that  tha  avaraga  c&at  to  tha 
^verninflnt  for   ona  paraon'a  participation     n  tha  CR8P  waa 
approxlmataly  $4,600  par  yaar,    including  tha  RUD  aubaidy 
for  apartnant  rantal.     Total  nuraing  hoeia  coat    (akilladf 
cara}  to  tha  ^ov«Tnm«nt  avaragad  $14,500.     Zndapandant 
itudiaa  conductad  in  aavaral  atataa  ahov  ainilar  coat 
■avinga> 

7.  0.      D0R8   PR0VX8XON  OP  8IRVZCR8  UNDRR  CHRP  RRDDCR  OR  RRPLACR 

RPIORTR  8Y  LOCAL   AOINCZRR   AND  PANZLZRR   TO  A88Z8T  OLDRR 
RR8XDBNT87 

A.     No.     Ttia  RUD  avaluation  concludad  that  CR8P  did  not 
dininiah  or  raduca  utiliiation  of  prior   aarvlcaa  and 
conplwantad  rathar  than  aubatitutad  for  othat  progrwia. 
ai8P  fundad  aarvlcaa  wara  uaad  by  pro! act  a^inlatratora 
to  fill   (}*PB  in  th«  local   aocial   aarvlca  natworlt.     Thia 
anablvd  ■vrvicaa  to  ba  battar  tailorad  to  tha  apacif ic 
naada  of  participating  raaidanta. 

8.  0.      KRAT  18   IRE  CDRROfT  8TA1U8  OP  CR8P7 

A.     Iha  danonatration  progran  currantly  funda  €1  projact  aitaa 
in  33  atataa  aarving  aoma  2,000  praona.     Thirty- ona  aitaa 
ara  at  public  houaina  proiacta  and  )0  at  sacti^m  202 
facilitiaa.     Porty-flva  aitaa  ara  locatad  in  urban  araaa 
and  16   in  rural  araaa.     Pifty-ona  aitaa  miv*  older 
paraona  and  tha  ronaindar  non-aldarly  handicappad. 

$3.4  million  waa  appropriatad  for  lY  1987.     Thia  amount 
will  kaap  tha  axiating  projacta  fundad  until  April,  1988. 
To  data,   $34,099,300  haa  baan  appropriatad   (PY  1979  - 
1987) .     Tha  Adniniaration  haa  propoaad  to  aliminata  tha 
program  in  py  1988. 
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9.  Q.      ROIf  MANY  PDBLIC  HOUSING  AND  SECTION  202   PROJECTS    EXIST 

THAT  GOULD  BENEFIT   FROM  CHSP? 

A.     There  are  over  500,000  units  of  public  housing  occupied  by 
older  households.     The  Fobert  Woods  Johnson  study 
indicated  that  at  least  15  percent  of   these  households 
have  at  least  one  disabled  Bember.     There  are  cnrer  140,000 
Section  202  housing  un  ts  in  soiae  2,000   projects.     The 
average  age   of  older   tenants  living  in  one  of   the  older 
202  projects  is  78  while  in  the  never  projects  the  average 
is  71.     Although   an  average   of   stx  on-Bite  services  are 
offered  per  project,    the  types  of   services    (Buch  as 
personal   core  and  housekeeping)    that  will  enable  thia 
'aging  in  paace'  population  to  remain  independent  are 
offered  on  a  very    limited  and  f  ragmentee  bftBis.      AAftP 
estimateB  that  of    the  total    elderly    population  living  in 
public  and  section  202   housing    {approximately    750,000 
persons),   sons  113,000  are  in  Immediate  need  of   support 
services. 

10.  0.      WHAT  DOBS    AARP  PROPOSE  FOR  THE  FUTURE  OF  THE  CHSP? 

A.     AARP  believes  that  the  CHSP  should  be  permanently  author- 
ized and  expanded.      AARP  supports  an  authorization  level 
of  at  least   $30  million  for   FY   1968.     Further,    the 
ABEoctation  recommends  a  portion  of   these  funds  be  used  to 
finance  an  independent  study  conducted  fay  a  university  or 
qualified  research  entity  tot 

1)  Document  the  number  of  elderly   in  federally  assisted 
housing  at  risk  of   irstitutionalization. 

2)  study  alternative  delivery  flystens  in  the  states, 
including  CHSP,   to  provide  services  to  older  persons 
in  congregate  and  assisted  housing. 

3)  To  assess  existing  and  potential    financial    resources 
at  the  federal,    etate  and  local   levels  for   the  support 
of  congregate  housing  services. 

nie  study  would  be  useful    in  clarifying  the  needs  of  older 
persons  in  assisted  housing  and  would  serve  as  a  blueprint 
for  integrating  future  federal   and  state  efforts  in  the 
provision  of   congregate  support  services. 

11.  Q.       HOW   MANY  ADDITIONAL    PROJECTS    CAN  BE   FUNDED  AT  THE   PROPOSED 

LEVEL   OF   $30   MILLION? 

A.     An  appropriation  of   $30  million  in  FY   1988  would  allow 
continuation  of   the  current  projects  for   an  additional   5 
year  period  and  provide  funding  for   the  at  risk  study. 
Funding  at  the  same  level    in  subsequent  years  FY   1989  - 
1992  would  enable  start-up  of   approximately  300  additional 
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projects  with  5  ytar  contracts.     Tht  nunbar  of  naw 
start-up  projects  could  bt  almost  doublsd  by  using  3  ytar 
contracts. 

12.  0.      WHY  18    XT   IMPORTANT  TO  IXPMID  AND  lURniBX  DEVELOP 

CONQRBQATE  SUPPORT  SERVICES? 

A.     A  largt  numbsr  of  oldor  tanants   (1.7  million  oldar 

housaholds)  currently  rasida  in  fadsrally  assistad  housing 
and  ara  "Aglnq  in  placa   "     Th«a*  oldar  i^csons  hava  fair, 
if   any#    altarnatlvti  to  th«lr  cur  ant  rwvidancas.     A 
racant   itucty^    funded  by  tha  Robert  Kooda  Johnson 
Foundation,    of  lOO  larqa  public  houalng  authocitias 
r*pi'«B«nt;tng  roughly   half  of   all   aldarly   haadad  housaholds 

n  pvthlic  houatngf    lllgat  at«s  that  tha  naad  toz  an 
Qxpandfld  CHBV.     Tha  atudy   found  thraa- fourths  of   tha 
*ldfttly   raaidants  1 Ivad  alona     mO[«  than  ona»th   rd  ara  75 
or  oldar     mora  than  60    parcant  hava  Inconaa  balotf  50 
parcant  of  tha  araa  siadian,  and  mora  than  four   in  tan  hava 
livad  in  tha  sama  location  for  at  laast  IS  yairs.     As 
thast  individuals  agt»    thay  fact  an  incraanlnfj  risk  of 
institutional liatton  imlast  support  ssrvicai  ate  nada 
available.      Nana^ra  of  public  and  asalatad  houa  nq  hava 
axpraaaed  growing  concarn  about  thair  inability  to 
adaquataly  maat  tha  naads  of  frail  aldarly  tanants. 

Tha  CO  at  a  of   in«tltut  onaliiation  for  both  fadaral   and 
stata  govarnmants  ara  anormous  —  tha  fadaral  shara  alona 
for  Madicaid  in  lY  1984  was  $13.9  billion.     Tha  human 
costs  of  unnacassary  institutional iiation  ara 
incalculabla.     AARP  baliavas  mora  amphasis  should  ba 
placad  on  pravantativa  programs  lika  CRSP  that  can  halp 
contro]   coots  and  offar  graatar  indapandanca  for  oldar 
parsons. 

13.  Q.      KHY  SHOULD  THE  CONQRBQATE  ROUSING    SERVICES   PROGRAM    (CRSP)    BE 

ADMINISTERED  BY   RUD? 

A.     To  ansura  that  funda  for   support  sarvicas  ara  diractly 
targatad  to  frail   aldarly  and  handicappad  rasidants  of 
fadarally  asalatad  houilng,     nHS-providad  sarvicas  hava 
traditionally  baan  gao^graphlcally  dlaparsad  and  not  providad 
within  a  congrvgat*  aatttng,      for   aiampla^   nutrition  sarvicas 
undar  Titla  III  of   tha  OAA  or  ritia  xx  ara  usually  only 
availabla  off   aita  and  f  Iva  day*  a  v*%k,   as  opposad  to  on  slta 
and  savan  day  a  a  waak  undat  Crsp.     Tha  ooncantration  of 
support  sarvicas  at  tha  cfep  iltas  also  alloirs  projacts  to 
taka  advantaga  of  aconomias  of  seals. 

Bacausa  it  is  forward  fundadr  QISP  is  vary  oompatibla  with  tha 
davalopmant  of  naw  congragata  facilitias  undar  Saction  202  and 
public  housing.     Tha  long-tarm  commitmants  undar  CRSP  allow 
housing  sponsors  to  plan  thair  projacts  mora  affactivaly. 
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Finally,   ROD  hat  a  long-standing  and  ongoing 
organisational   relationship  with  the  public  housing 
authorities  and  sponsors  of  public  and  Section  202 
housing.     It  is  the  aanagers  of  this  housing  who  are 
dealing  on  a  daily  basis  with  the  problems  of  frail 
tenants, 

14.  Q.      BOK  CAM  CRSP  HELP  OFFSET  OR  REDDCB   GDRREMT  FEDERAL   COSTS? 

A.     Basically,   fay  making  current  funds  serve  more  people. 
Services  in  a  nursing  hone  cost   $50-60  a  day  with  the 
federal  government  picking  up  50-70  percent  of  the  cost, 
depending  upon  the  state.     The  HUD  evaluation  cited  an 
average  daily  cost  of  about   $7  under  CHSP  versus  $36  for 
nursing  home  care.     Thus,   CRSP  could  serve  approximately  5 
times  more  people  with  the  same  dollars. 

15.  0.      WHY  IS   A  STODY  NEEDED;  KRAT  WILL    IT  ADD  TO   CDRRENT 

FNOWLEIX3S7 

A.     First,   althou^  there  have  been  some  studies  evaluating 
congregate  housing  services  program  a,   and  others 
estimating  the  need  for   such  services,    they  hove  not 
provided  the  kind  of  comprehensive  date  needed  to  Assess 
accurately  the  population  at  risk  of   institutionalization 
across  the  full  spectrum  of   federally   asaisted  housing, 
nie  Robert  Hoods  Johnson   Foundatlf^^n    (fWJFl   study,    for 
instance,    looked  at  the  100  largest  public  housing 
authorities  in  the  nation;  but  not  at  Section  202 's. 
Moreover,    the  RWJF  study  did  not  break  down  "the  elderly" 
into  significant  sub-groups,    such  as  those  aged  65-70; 
70-75;   75-80,   and  so  on.      This  information  is  quite 
important  in  determining  the  level   of  need  for   services. 

Secondly,    reoognizina  that  the  need  for   services  is 
substantial   and  ^rwing,   ways  must  be  found  to  involve  the 
states  in  the  Chsp,    both   in  terms  of   aAalntstration  and 
financing.      Hithout   some  sort  of  federal -state  cost 
sharing  there  is  little  chance  of   addressing  these   needs 
meaningfully  over   the  years  ahead.      The  proposed  study 
will  look  at  alternative  service  delivery   systems  in  the 
states,    inclgding  CRSP,    as  well   as  the  financial    resources 
available  at  various  levels  of   government   for   the  support 
of   these   services.      The  findings  should  contribute  to  the 
development  of   a  modified  approach   that  encourages  state 
participation,   expands  services,   and  spreads  the  cost  more 
equitably. 
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STATEMENT 
MR  4,  MOUSING  AND  COMMUNITY  DEVELOPMENT  ACT  OF  19a; 

REPRESENTATIVE  SHERUOOD  BOEMLERT 

Suboommitt**  on  Hou»ing  and  Community  D*v*lopm«nt 
Committ**  on  Banking*  Finano*  and  Urban  Affair* 
April  23,  1967 

Mr.  Chairman,  thi*  1*  a  maaaura  of  oritioal  importance  bacauaa 
of  tha  wida  ranga  of  aftftantial  program*  it  oovar*.   Howavar, 
thara  ia  ona  itam  in  thia  bill  that  I  find  particularly 
anoouraging  and  wiah  to  addraaa.   I  am  rafarring  to  tha  $225 
million  authorization  for  Urban  Davalopmant  Action  Grant a 
(UDAO'a). 

Aa  aomeona  who  haa  fought  for  thia  program  in  •^•ry   poaalbla 
forum,  X  waa  raliavad  to  aaa  that  tha  Committaa  haa  mmrnmd 
apaoial  oommandation  for  laading  tha  ymy.      For   ymrm   thara  hava 
baan  afforta  to  alaah  tha  funding  for  thia  vital  program.   Sinca 
19A0  thare  ha*  b«*n  ort  -r   ona  authorization  of  radara   housing 
and  oommunity  d«v«ii>pnt«nt  program*.   In  1965,  aaaiatad  houaing 
authoriiation*  oonta  nad  in  tha  Mouaing  and  Urban  Rura  Raoovary 
Act  of  1963  yerm   allowad  to  axpira  and  laat  vaptambar  ror  tha 
firat  tima  ainoa  thair  vnaotnant   tha  UDAO  program  waa  not 
raauthoriiad.   Xnataad,  this  program  oontinuaa  ymr   to  yaar  in 
appropriation  bllla.   X  mQrmm   with  you  that  thia  ia  not  a 
raaponaibla  way  to  formulata  and  implamant  national  houaing  and 
oommunity  davalopmant  polio iaa. 

I  atrongly  aupport  tha  proviaiona  of  MR  4  to  raauthorita  and 
improva  tha  projaot  aalaotion  oritaria  of  tha  UDAO  program.   2f 
•s/T   thara  waa  a  program  that  fita  tha  phraaa  "publio-privata 
partnarahip, "  tha  UDAO  program  ia  it.   UDAO' a  oraata  naw, 
parmanant  Joba  in  diatraaaad  oommunitiaa.  vtm   at  ill  hava  mn 
un*mp  1  oy infant  problam  in  thia  country,  albait  mn   improving  ona, 
and  wa  can  til  afford  to  raduca  or  aliminata  programa  that  hava 
a  provan  caDPbliltv  to  put  Amaricana  to  work.   UDAO' a  hava  baan 
a  critical  alamant  in  urban  davalopmant  ainca  tha  program'* 
incaption,  with  mora  than  2,400  projact*  fundad  in  ovar  1,000 
bit iaa.   Thaaa  projact a  involva  tha  public  and  privata 
invaatmant  of  mora  than  $26  billion,  whila  craating  or 
maintaining  naarly  600,000  parmanant  Joba. 
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Page  Two 

REPRESENTATIVE  SHERWOOD  BOEHLERT 

Subcommittee  on  Housing  and  Community  Development 

April  23,  1987 

GAG  reported  that  92  percent  of  the  new  permanent  Jobs  that 
developers  predicted  would  be  created  by  UDA6  projects  did,  in 
fact,  materialize.   Several  projects  even  surpassed 
expectations.   I  am  intimately  familiar  with  one  of  those 
projects — the  construct  ion  of  a  new  Sheraton  Inn  and  Convention 
Center  in  downtown  Ut  ca   New  York,  an  area  I  represent.   The 
erection  of  that  inn  and  convention  center  has  done  far  more 
than  provide  Jobs  for  150  people,  though  that  alone  is  a 
significant  achievement.   It  has  infused  new  life  into  a 
do%Mitown  district  that  had  been  given  up  for  lost. 

The  UDA6  program  generates  more  revenues  in  the  form  of 
increased  ta  es  and  reduced  transfer  payments  that  it  costs. 
It  a  because  they  r-alv   ori  the  leadership  of  business  and  local 
government  officials  closest  to  the  situation.   Clearly  U0A6  has 
fieioed  to  build  a  solid  new  economic  foundation  for  the  nation 
while  asKltnlf  ng  the  return  on  scarce  Federal  dollars.   Such  a 
succeaeful  Federal  program  should  not  be  the  target  for 
elimination  by  the  Administration. 

I  strongly  support  UDAG  as  an  important  and  proven  tool  that 
enables  private  investors  and  local  governments  to  carry   out 
projects  which  help  deve  op  tr^e  economies  of  the  nation's  most 
distressed  cities  and  believe  that  our  conpromise  will 
significantly  strengthen  *uoport  Tor  the  UDAG  program   Simply 
put,  the  UDAG  program  is  a  winner.   Both  its  ends  and  its  means 
have  been  exemplary.   The  proposed  elimination  of  UDAG  comes  at 
a  time  when  the  demand  for  UOA&  ea»i»tftnce  for  commercial, 
industrial  and  residential  development  in  distressed  cities  is 
at  an  all-time  high.   I'm  pleased  th*t  the  Committee  has  seen 
fit  to  authorize  this  relatively  modeat  level  of  funding,  $225 
million,  which  permits  this  program  to  continue  operating 
effectively. 
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Manufactured  Housing  Institute 

1745  Jefferson  Davis  Highway,  Arlington,  Virginia  22202/  (703)979-6620 
»tereh  30,   1987 


The  Honorable  Henry  B.  Gonealee 

Chairaai 

Housing  «d  Community  Development 

Subcommittee 
U.S.  House  of  Representatives 
2129  Kaybum  House  Office  Building 
Washington,  D.C.     2031 S 

Dear  Chalmai  Gonsalest 

We  are  writing  regarding  the  committee's  consideration  of  H.R.  4,  the 
Housing  and  Community  Development  Act  of  1987.     Ws  understand  that  ths 
subcommittee  hes  held  a  series  of  hearings  on  this  bill  and  will  be  taking 
action  on  It  next  week. 

Since  the  Manufactured  Housing  Insltlute  (MHI)  did  not  have  an 
opportunity  to  testify  before  the  committee,  we  would  like  to  express  our 
vlewe  on  several  Issues  that  we  understand  were  raised  In  testimony  by  the 
National  Association  of  Home  Builders  (NARB)  and  which  have  an  Impact  on 
our  members. 

The  first  Issue  concerns  the  Dspartment  of  Houelng  and  Urban  Devel- 
opment's (HUD)  efforts  to  reverse  Its  decade-long  practice  of  permitting 
manufactured  home  builders  to  remove  the  metal  transportation  frame  from 
homes  designed  for  pemanent  siting.     HUD  reversed  Its  practice  without 
complying  with  Its  own  regulations  i^lch  require  rulemaking  (24  CFR 
3282.113).     The  Industry  Is  seeking  Injunctive  relief  to  require  HUD  to  go 
through  proper  rulemaking. 

In  spite  of  Its  previous  Interpretations,  RUD  now  argues  that  the 
**pemanent  chassis,**  as  used  In  Title  VI  of  the  Housing  and  Community 
Development  Act  of  1974   (42  U.S.C.  Section  604),  Includes  the  home's  metal 
transportation  frams. 

MHI  agrees  that  the  law  requires  a  manufactured  home  to  heve  a 
**pexmanent  chassis.**    However,  since  **pexmanent  chassis**  Is  undefined,  HUD 
can  define  It  to  Include  the  entire  wooden  buttressed  floor  system.     In 
fact.  It  has  done  so  In  ths  past,  and  now  It  has  changed  Its  policy.     If 
HUD  wlshss  to  change  Its  InterpreUtlon,  It  should  do  so  through  the 
appropriate  rulemaking  procedures. 
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Tha  Honorable  Henry  B.  Gonselei 
March  30»   1987 
Vkge  2 


In  the  Bean  time »  the  coaalttee  ehould  conelder  eaendlng  the  statute  to 
clarify  the  tern  "pemanent  chassis'*  so  that  a  Banufactured  hoae  can  be 
designed  with  a  buttressed  floor  system  and  a  metal  transportation  frame 
which  may  be  removed  when  the  home  Is  permanently  sited. 

A  change  In  the  lav  Is  needed  to  encourage  and  facilitate  the 
availability  of  permenently  sited  houaitvg  for  first-time »  moderate-incone 
and  elderly  homebuye r A •     It  is  also  needed  in  order  to  recognise  changes  in 
building  defllgn  and  technology  that  are  aimed  at  reducing  construction 
co«t«     providing  acceas  to  basemenCB^  and  enhancing  the  ability  to 
permanently  vite  nonufiictured   hoio«a  In  aubdtvlalDOB »   planned  unit 
developments^  single- family  lots       Clearly  this  la  conMietent  wtth  previous 
actions  by  the  Congress  which  supported  long^tcm  financing  for  penaancntly 
sited  manufactured  homes  Insured  under  the   Federal  Housing  Ada  in  i  at  rati  on 
(FHA),   Veterans  Adalnlstratlon  (VA)   and  secondary  market   programs       Just  as 
Congress »  in  19S0     changed   the  term  **moblle  hope**   to   "manufactured  home"    in 
the  statute  to  recognize  the  changes  io  home  design  and  building 
technology,  it  should  now  follow  up  by  clarifying  that  these  homes  are 
intended  to  be  permanently  sited. 

The  second  issue  raised  by  N^HB  concerns  recent  problems  in  the 
Cover nDent  National  Mortgage  Association  (Ginnie  Hae)  Manufactured  Hone 
Loan  progran       In  the  paat  several  months,  several  major  lenders  of  FHA 
Title  I  manufactured  home  loen  Insurance  have  turned  over  to  GNfA  the 
servicing  of  $700  million  in  FHA  insured  and  VA  guaranteed  manufactured 
home  loans.     High  default  rates,  due  in  part  to  regional  business 
recessions  in  the  oil  belt  of  Texas,  Louisiana  and  Cklahoma,  and  flaus  in 
the  Title   I  loan  program,  have  caused  this  problem.     We  share  HUD's 
concerns  about  the  health  of  the  program,  particularly  since  the  Ginnie  Mae 
program  is  the  only  organized  secondary  market   for  manufactured  home  loans. 
It  is  vital  that  it  be  preserved. 

MHI  supports  reconaendatlons  made  by  the  National  Manufactured  Housing 
Finance  Aasoctstlon  that  could  help  relieve  the  current  crisis  in  the  short 
term       We  believe  that  the  KHX-supported  changes  implemented  last  year  in 
the  FHA  Tide   I  progrms  vill  go  a  lotig  vay  to  prevent  future  problems.     MHI 
also  supports  changes  in  the  National  Housing  Act  that  w>uld  convert  the 
FEU  Title    1  manufactured  home   insurance   program  from  a  portfolio   insurance 
program  to  an  Individual  loan  insurance  program  and  give  it  parity  with   the 
FHA  203(b)  program.     The  10  percent  coverage  limit  and  the  annual  reduction 
in  coverage  should  be  dropped  from  the  current  requirements  of  the  FHA 
Title   I  program  for  manufactured  home  loans. 

In  conclusion,  we  hope  this  clarifies  our  position  on  the  concerns 
raised  by  N^HB,  and  we  look  forward   to  working  with  you  and  your  colleagues 
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Siseorolj, 


XC:oct 

Conr  to:     CoQgroooB«i  Cholsoro  P.  Vyilo 

MMboro  of  Hoooiog  and  Cfniiity 
Dtvolopnait  SabcooBlttoo 
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STATEMENT  OF 
THE  UNITED  STATES  LEAGUE  OF  SAVINGS  INSTITUTIONS 

ON   H.R.  4 
SUBMITTED  TO  THE 
SUBCOMMITTEE  ON  HOUSING  AND  COMMUNITY  DEVELOPMENT 

OF  THE 
COBIMITTEE  ON  BANKING.  FINANCE.  AND  URBAN  AFFAIRS 
FOR  HEARINGS  HELD  MARCH  12.  1987 
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Th«  Unit«d  8tat«s  L«agu«  of  Savings  Znstitutions* 
app£«oiat«s  this  opportunity  to  oomsnt  on  H.R.  4,  ths  Housing 
and  Comunity  Dsvslopnsnt  Act  of  1987.  Ths  U.S.  Lsagus  is  ths 
principal  trads  association  rsprsssnting  ths  nation's  savings 
institutions.  Thsss  institutions,  ovsr  3000  in  nunbtr  and 
operating  in  tvtry  Jurisdiction  in  tht  country,  havs  for 
ssvtral  dscadts  bttn  tht  primary  sourct  of  mortgags  crtdit  for 
ths  hons  buying  public.  Ht  art  proud  of  this  rtcord  and 
proudtr  still  that  this  fact  rtnains  trut  today  dtspitt  tht 
advtrsity  factd  by  tht  thrift  industry  in  tht  past  ftv  ytars. 

Tht  U.S.  Ltagut  will  not  commtnt  on  all  of  tht 
important  housing  isiuti  addrtsstd  in  H.R.  4.  This  stattntnt 
will  conctntratt  on  a  stltct  ftv  isiuts  which  vt  fttl  havt  a 
dirtct  impact  on  our  mtmbtrs  and  tht  convtntional  housing 
■arktt  in  which  thty  optratt.  Btfort  doing  so.  tht  Ltagut 

*'..~  Ttia  XJ*B*   Ltagut  of  Savings  Inititutlons  «trv«a  tht 

■or*  than  3,400  nvnbai:- Inatltutlana  which  nakt  up  th«  11.2 
trillion  savings  association  and  savings  ban)i  buainaists. 
Ltagut  manb^tship  includts  all  typts  of  Inttltutions  —  ftdtral 
and  statt-charttrtd.  stock  and  mutual.  Tht  principal  offictrs 
inoludt:   Jot  C.  Morris,  chairman.  Emporia.  Kansas;  Thto  Pitt, 
viot-chairman.  Rocky  Mount.  North  Carolina;  William  B. 
O'Conntll.  prtsidtnt.  Chicago.  Illinois;  Phil  Oasttytr. 
txtcutivt  Vict  prtsidtnt  and  dirtctor  of  Washington  optrations. 
Ltaout  htadquarttrs  art  at  111  Bast  Wacktr  Drivt.  Chicago. 
Illinois  60601.  Tht  Washington  Offict  is  locattd  at  1709  Ntw 
York  Avtnut.  N.W..  Washington.  D.C.  20006.  Ttltphont  (202) 
637-8900. 
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vantt  to  Stat*  that  it  supports  ths  passa?*  of  an  omnibus 

housing  and  cowninity  dtvslopmsnt  authorization  bill.  Whils 
our  BSBbsrs  say  not  participats  directly  in  all  of  ths  programs 
contained  in  such  a  bill,  vs  do.  nsvsr-ths-lsss.  support  a  vide 
rangs  of  programs  aimsd  at  sxpanding  ths  housing  opportunities 
and  mssting  ths  shsltsr  nesds  of  ths  familiss  who  are  unable  to 
secure  housing  without  such  assistance.  Ife  therefore  support 
the  passage  of  H.R.  4  and  urge  its  adoption. 

rWBl  MiP  THLMC  gBC<?HP  WQRTCAgB  PVRCfflVgg  AVTHPRITY 

In  1984  as  part  of  the  Secondary  Market  Enhancement 
Act.  Congress  granted  to  the  two  federally-sponsored  secondary 
market  agencies  the  authority  to  purchase  subordinate  liens  on 
residential  real  property.   Fannie  Hae  had.  since  1981.  been 
engaging  in  this  line  of  business  by  way  of  a  regulatory  grant 
of  authority  from  the  Secretary  of  Housing  and  Urban 
Development.   The  motivation  for  this  authority  was  to 
supplement  the  home  ownership  mission  of  Fannie  Mae.   In  the 
early  years  of  this  decade,  the  housing  market  was  slowed  by 
high  interest  rates.   Sales  of  both  existing  and  new  homes  in 
many  cases  required  the  use  of  second  mortgage  loans  to  arrange 
the  credit  needed  by  the  buyer.   Typically  the  seller,  whether 
a  builder  or  an  individual  seller,  would  "take  back"  a  second 
loan  from  the  homebuyer.   In  many  cases,  this  loan  would  be 
sold  to  an  investor  so  that  the  seller  could 
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£««Ili«  fully  th«  proottds  of  th«  tal*  of  tho  houto.  Bocauto 

of  th«  •xttnslvo  UM  of  such  nortgagtt  in  tho  housing  mackot  of 
tho  oarly  '80s,  Congrsss  grantsd  to  ths  agsnciss  ths  authority 
to  puEohass  thsss  loans,  within  prtsccibtd  dollar  limits. 

Ths  faot  that  Congrsss  put  ai'sunsst"  dats  on  this 
authority  of  Octobsr  1.  1987.  indicatss  ths  trial  naturs  that 
was  assunsd  at  ths  tims.  This  approach  vas  svsn  mors 
appropriats  than  ons  could  havs  imaginsd  in  1984.   in  ths 
intsrvsning  thrss  ysars  ths  nroiv-or-Tscond inortgagss  has 
ohangsd  dramatically.  Ws  rsspsctfully  suggsst  that  ths 
Subcommittss  considsr  thsss  changss  bsfors  granting  an 
sxtsnsion  of  this  authority  in  its  currsnt  form. 

Sines  1984.  tvo  vsry  important  svsnts  havs  occurrsd 
which  givs  us  a  vsry  diffsrsnt  sst  of  facts  in  today's  mortgags 
markst.  Ths  first  svsnt  has  bssn  ths  dramatic  dsclins  in 
mortgags  intsrsst  ratss  in  ths  last  thrss  ysars.  Good  nsws  for 
homsbuysrs.  homs  ssllsrs.  and  svsryons  slss  involvsd  in  ths 
housing  markst.  As  a  rssult.  thsrs  simply  is  not  ths  nssd  for 
ssoond  loans  to  arrangs  ths  sals  of  homss.  Ns  havs. 
fortunatsly.  rsturnsd  to  ths  mors  traditional  form  of  mortgags 
financing.  Ths  nssd  for  this  authority  is  not  today  what  it 
was  in  1984. 

Ths  sscond  svsnt  is  ths  passags  of  ths  Tax  Rsform  act 
of  1986.   In  that  Act  Congrsss  sst  ths  stags  for  a  dramatic 
transformation  of  consumsr  crsdit  in  this  country  and  gavs  ths 
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second  mortgage  a  new  lease  on  life  and  a  new  purpose.   It  has 

been  highly  publicized  that  lending  institutions  of  all  kinds 

are  offering  consumers  second  mortgage  loans  for  any  purpose: 

vacations  to  Europe,  the  new  car.  or  consolidation  of  other 

consumer  debt.   This  is  taking  place  because  Congress  decided 

that  after  a  three  year  transition  the  only  personal  interest 

deductible  for  tax  purpose  would  be  on  debt  tied  to  the  home 

(first  or  second).   The  authority  granted  in  this  bill  will 

permit  the  two  agencies.  Fanni^^tee-  and  Preddi«  Mac.  to 

purchase  these  new  second  mortgages.  When  Congress  granted 

this  authority  back  in  1984  no  limitations  were  put  on  the  kind 

of  seconds  or  purpose  thereof.   Recent  experience  at  that  time 

suggested  that  such  loans  were  used  to  facilitate  the 

homebuying  process.  As  such  this  line  of  business  was  seen  as 

a-  natural  extension  of  the  mission  of  the  two  agencies  to 

promote  homeowner ship.   But  today  we  face  an  entirely  different 

situation.   The  second  loans  being  made  today  have  an  entirely 

different  purpose.   They  can  no  longer  be  viewed  as  part  of  the 

homebuying  process.   They  are.  in  reality,  the  new  form  of 

consumer  credit. 

The  U.S.  League  is  in  no  way  suggesting  that  those 

responsible  for  the  management  of  the  two  agencies  have  been 

less  than  totally  committed  to  these  goals.   Our  concern  stems 

from  the  changes  rapidly  taking  place  in  the  nation's  consumer 

finance  market,  changes  beyond  the  control  or  influence  of  the 

managements  of  FNMA  or  FHLMC.   The  fact  is.  at  an  increasing 
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rat«.  ■•oond  nortgag«t  «£•  b«ing  U8«d  as  a  substitute  financing 

vthiols  Cor  ths  purchass  of  "Big  Ticksf*  consumer  goods  and 
services. 

Because  of  the  new  tax  lav  which  took  effect  on 
January  !•  1987 •  oonsuners  have  been  deluged  with  offers  to 
finance  everything  from  the  new  car  to  the  suMser  vacation  with 
a  second  mortgage  on  the  "old  homestead",   it  is  not  our 
purpose  to  debate  the  wisdom  of  this  change  in  the  tax  code. 
This  is  neither  the  forum  nor ^li#  tim#  for  that-debate.  Nor 
are  we  suggesting  that  there  is  anything  wrong  in  the  exercise 
of  this  option  for  consumers.  What  is  very  much  at  issue  and 
appropriate  in  the  discussion  in  the  context  of  H.R.  4  is 
whether  or  not  the  federally  assisted  credit  intended  for  home 
ownership  should  be  allowed  to  be  used  for  the  purchase  of 
consumer  goods  and  services  totally  unrelated  to  the  purpose 
for  which  the  credit  assistance  programs  were  created. 

As  it  now  stands,  there  is  no  limit  as  to  the 
subordinate  loans  that  may  be  purchased  by  FMNA  or  FHLNC. 
Indeed  it  is  only  with  the  advent  of  this  new  tax  code  that 
there  is  reason  for  us  to  be  particularly  concerned  over  the 
possibility  of  a  dissipation  of  federal  housing  credit.   The  . 
remedy  for  this  problem  is  to  require  that  the  second  mortgages 
purchased  by  the  two  federally  sponsored  secondary  market 
agencies  be  those  entered  into  for  the  purpose  of  and  at  the 
time  of  the  purchase  of  residential  real  property. 
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If  Congress  is  to  insure  that  the  home  ownership 

purpose  for  which  the  secondary  market  assisted  credit  is 
intended  is  not  diluted  by  unrelated  uses.  Congress  mist  limit 
the  access  to  this  credit  source  to  loans  which  are  entered 
into  for  the  purpose  of  purchasing  a  home. 

WSMi  B8TATB  HgRTCAqg  IHVggTMBHT  TOWPfflTS 

Created  by  the  Tax  Reform  Act  of  l»e6.  REMICs  are  a 
new  form  of  multi-class,  mortgage  backed  security.  The  tax 
bill  dealt  with  the  tax  treatment  of  these  mortgage  pools, 
their  investors,  sponsors  and  qualifying  assets  to  the  extent 
that  there  were  tax  issues  to  be  resolved.   The  Tax  Act  does 
not  address,  nor  does  its  legislative  history,  the  issue  of  who 
should  or  should  not  be  authorized  to  sponsor  REMIC  pools. 
That  issue,  we  suggest,  should  be  decided  as  part  of  housing 
and  financial  services  policy  and  not  tax  policy. 

At  this  time  one  aspect  of  this  question  is  being 
considered  by  the  Secretary  of  Housing  and  Urban  Development. 
Fannie  Hae  has  requested  the  authority  from  the  Secretary  to 
directly  issue  REMIC  securities  based  on  current  purchases  of 
conventional  mortgage  loans.   He  raise  this  issue  here  because 
other  witnesses  have  used  the  hearing  as  a  forum  to  advance  the 
case  that  Fannie  Hae  should  be  given  the  requested  authority. 
While  we  think  it  would  be  inappropriate  for  the  Subcommittee 
to  attempt  to  resolve  this  matter  in  the  context  of  the  pending 
housing  authorization  bill,  we  do  want  to  balance  the  record. 
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It  it  th«  carefully  consldertd  vl«w  of  th«  U«S«   LtMUt 
that  th«  n«wly  •merging  field  of  RBMIC  aeoxirltiea  should  h« 
preserved  as  a  testing  ground  of  the  proposition  that  the 
private  market  can  serve  the  nation* s  housing  and  oonveniional 
mortgage  market.     Given  the  subsidy  implicit  in  the  goveEnmenl 
agency  status  of  Fannie  Nae  and  Freddie  Mac,    if   they  afs 
permitted  to  directly  sponsor  RBNZC  securities  they  will 
dominate  this  new  field  and  crowd^out- potential  private  Issuers. 
Attached  to  this  statement  is  a  comparative  cost  anaylsls. 

We  take  this  opportunity  to  respectfully  suggest  to 
the  Subcommittee  that  the  RBMIC/FNHA  issue  is  the  perreet 
vehicle  for  a  general  review  of   the  role  and  purpose  of  the 
federally-sponsored  secondary  market  agencies.     We  believe  that 
such  a  review  is  overdue  and  that  given  the  dynamics  of  the 
mortgage  market*   the  need  for  such  hearing  is  urgent.     We 
sincerely  hope  that  such  hearings  will  be  high  90  the 
Subcommittee's  agenda  after  the  passage  of  H,ll/   4. 

h  review  of  the  roie  ef  raniiie  llee  sti4  rf«44i#  ff»<? 
shoold*   im  eor  tvdqmi^Mr,   b«  directed  at  tn#  ^tiestl^^  &i  wfM* 
are  tlM  Ibenef icier ies  6t  the  federal  Sttp^rt  p^(»vid#<l  eft#6'tf^ 
theee  e^eticiee  e«7i^fte#^  Miet  ee^neftts  6f  6^f  ^&ei^t^  jMkf 
heveiof  merN^ets^  ef#  eei^ye^^  SfM  «re  tiie  4FA#i##fs  (»<^ft#is((4m&  v^cts- 
tfee  efr)e«^iiin9tf  (f^  (S<>fi<^^#«ei6iw#iriy  e#c#i^i^isiie(f  ik^eirt^  (K»vi<fy^. 
It  ie  i«  tns^e  <f«fi«#ire^  Ar.  c%«i#iieif-^  »i««  #u<m  s^#<^i^itf  t4N»i## 
ee  mirc  p#tf^i;<rt^cf«'jkm,  m^ift<fs^  fRitf<nf##«  i^iis^e^^  iif<f#«e#^  «(W 
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others  can  be  properly  examined  and  issues  resolved  in  a 

coordinated  fashion. 


raft  IW8VBIIW  AVTHQBITY 

H.R.  4  extends  the  insuring  authority  of  FHH  through 
FY  88.   The  U.S.  League  supports  the  extension  of  this 
authority  on  a  aulti-year  basis.  The  League  hopes  that 
Congress  will  take  all  nftccagary  stepa  t»-avold^  a  repeat  of  the 
1986  experience.  The  several  lapses  of  authority  occurring 
last  year  caused  aarket  disruption  and  uocert«lnty  and  added  to 
operating  cost  to  mortgage  lending  firms.   More  importantly, 
these  lapses  caused  needless  anxiety  and  apprehension  for 
thousands  of  families  for  whom  FHH  offers  their  only  home 
buying  option. 

HOME  MORTGAGE  DISCLOSURE  ACT 

The  U.S.  League  continues  to  believe  that  there  is  no 
net  benefit  to  consumers  from  the  duplicative,  multiple 
reporting  and  record  keeping  requirements  of  various  lavs  and 
regulations.   HMDA  and  CRA  (Community  Reinvestment  Act)  along 
with  the  FHLBB  required  loan  application  register  are  all  aimed 
at  the  same  target —  preventing  discrimination  in  lending 
practices  based  on  neighborhoods,  race.  sex.  or  religious 
preference.   The  League  supports  the  equal  opportunity 


Digitized  by  VjOOQ IC 


«8» 


XBLBBBIUXIfiK 


Tli«  11.8.   L«agy«  tupports  thtft  l^lrttVlKltdhi  bt  K.l(.   I 
vfHich  prohibit  tht  inpotitioti  of  UBttt  ftfttti  on  ihtt  r«^«i:ftiij^ 
•ponsorod  housing  orodit  agoitei^*^    -Q^t  ^sstp^t^  ibk  khin 
pcoviiion  is.  howtvtr.  elottly  r«ldt«d  to  oy^  ^ii^yinfc  !oir  « 
thorough  hoaring  on  tht  fututo  tolo  of  tho  ft«edHd^^y  Mitknk 
agonoioi.  vhioh  art  iiott  of  the  benof lolatloft  of   ^hift  ^ikk  8( 
H.R.  4.     Nhothor  tttor  foot  art  gpptoptiAia  iti  iH§  iSHii  tHH 
•hould  bo  doeidod  liii  tho  oofitont  of  otioh  a  f«vi«V. 
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ATTACHMENT  #1 


COST  PirrgREWTIALs  PRIVATE  ISSVEPS  VS,  AgEPCIES 
AS  PIRECT  ISS?E?^S  Qf  HgMICS 


The  Tax  Reform  Act  of  1986  contained  provisions  for  an  entity  called 
a  Real  Estate  Mortgage  Investment  Conduit  or  REMZC.  REMICs  are  legal 
entities  which  hold  qualifying  mortgage  assets  and  issue  securities 
representing  interests  in  those  assets.  A  REMZC  receives  favorable  tax 
treatment  since  it  can  issue  multiple-class  mortgage  pass-through 
securities  that  are  taxed  essentially  like  a  single-class  pass-through. 

Nhile  the  benefits  of  REMIC  provisions  are  indirectly  extended  to  the 
federally  sponsored  awrtgage  credit  agencies  such  as  Fannie  Mae  and 
Freddie  Mac#  the  question  of  whether  they  can  be  direct  issuers  of  REMZCs 
has  not  been  addressed  or  resolved  by  Congress.  This  is  one  facet  of  the 
broader  issue  of  the  role  of  the  federal  government  in  the  housing 
finance  and  secondary  ftt^r^gM/jm  mm^^f^^j^  ^^^  liiiia  well  nnrrrifln  the  sphere 
of  the  Tax  Reform  Act. 

The  sponsored  agencies  represent  a  major  competitive  force  in  the 
awrtgage  marketplace.  If  the  agencies  are  allowed  to  be  direct  issuers 
of  REMZCs,  they  will  simply  crowd-out  private  issuers  and  thus  stifle 
both  competition  and  innovation.  The  cost  advantages  to  the  agencies  are 
such  that  a  private  institution  would  be  placed  at  a  tremendous 
disadvantage.  There  is  little  possibility  that  a  private  lender  can 
compete  head-to-head  in  REMZC  issuing  with  Fannie  Mae. 

There  are  two  major  types  of  costs  facing  an  issuer.  The  first  is 
the  up-front  costs  of  issuance #  which  are  shown  in  detail  in  Exhibit  1. 
Assuming  a  $250  million  issue,  Fannie  Mae  would  have  total  expenses  of 
approximately  $830,000  compared  with  the  private  issuer's  cost  of 
$2,070,000.  The  agency  has  three  major  advantages  in  terms  of  the 
issuance  expenses.  First,  because  of  its  agency  status,  it  does  not 
require  a  rating.  Its  agency  status  also  lowers  its  prospectus 
preparation  costs;  the  name  substitutes  for  detail  .in  the  offering 
circular.  Second,  it  does  not  have  to  file  a  registration  with  the  SEC. 
Third  and  most  importantly,  the  agency  receives  significant  discounts  on 
the  underwriting  fees,  accounting  expenses  and  legal  expenses  because  of 
its  issuance  volume.  Before  the  issue  even  hitis  the  street.  Fannjg  Ma«^ 
has  saved  SI. 240. OOP  over  the  private  issuer. 
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■XBIBIT  1  —  ISSOAHCB  COSTS 


Private 

Federal 

laauT 
$1,550,000 

Jlgeney 

OBderwrltlng  Fe«8 

$625,000 

lating 

$105,000 

$0 

Accounting 

75,000 

30,000 

Tru>ti>»  S«t-up 

15,000 

0 

Ltqal   Ezpanl* 

125,000 

75,000 

SEC  R*giatrat;loil 

50,000 

0 

Proip«ctus  PraparAtioa 

100,000 

50,000 

Mi8C«llaneott8 

50,000 

50,000 

TotalB 

$2,070,000 

$830,000 

Notet  Underwriting  feei  equal  62  baiii  pointi  for  the 
private  iaauer  and  25  basis  points  for  the  agency. 


The  second  major  category  of  costs  are  the  on-going  or  annual 
•spenses.  The  biggest  advantage  to  the  agency  on  an  annual  basis  is  the 
absence  of  a  swap  fee  of  25  basis  points.  This  is  the  cost  of 
■ecuritliing  or  guaranteeing  the  issue.  Because  of  its  federal  status, 
Pannia  Ka>  act*  as  its  owi)  guarantor,  U)*r«by  saving  16^5*000  a  y«ar  on  a 
1250  millioEk  issue.  Ova  rail  ^  Ift  ths  tirat  year  Fannit  -Maa  -haa.  a-CQit 
ftdvantaaa  of  11.9ifl,p00  <iI.J4Q.DQQ  iaaunnca  coat  aavitiaa.  olUA_a?Ofl.flQCl 
tli§tL  yaar  annujil  *irPftnBgai  ovai^  thft  orivata  iaauar>  Th«  $700,000  coat 
savings  accrua*  to  th*  sgaacy  each  y*^t  theraafter.  Ovar  th«  llf*  of  a 
SO-year  issue,  the  agency's  total  savings  equal  $22,240,000. 

BXRZBXT  2  —  AHMUXL  EXPENSES 


Private  Federal 

yyp«  of  g«panae  IaauILI.  AgonCY 

Swap  Fee  $625,000  $0 

Trustee  Fee  50,000  $0 

Accounting  Review  15,000  15,000 

Monthly  Pay-bond  Xdmin.  50,000  25,000 

Totals  $740,000  $40,000 
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Zn  addition  to  thoBO  savings*  tbs  agsncy  also  anjoys  othsr  advantagas 
ovar  a  privata  issuar.  An  agaacy  issua  is  likaly  to  racaiva  nora 
favorabla  racaption  in  tha  aarkatplaca.  Faania  Maa,  lika  tha  U.S. 
Traasttry,  is  a  known  goantity.  Its  issoaaca  of  larga  volumaa  in 
standardisad  fom  anhanca  aarkat  liquidity,  which  is  an  advantaga  to  tha 
pnrchaaar.  X  privata  ^nifl*^^  fwiag  t-t%  tAa  aarkat  ean  a»paet  to  pay  2S  fco 
as  bMia  pointa  iiior«  than  thm   aaanev  to  eowoanaata  tha  onrchaaar  for  tha 

imlmmfn  'liquiflitY' 

Tha  agancy  could  also  alact  to  sail  tha  pool  intarasts  in  tha  ratail 
rather  than  tha  wholasale  aarket,  similar  to  tha  practice  of  sailing 
shares  in  a  Ginnia  Mae  antual  fund.  Tha  coat  advantaoa  of  taking  thia 
rOtttt  ia  tBttmnffttl  nt  28  to  50  ^aia  PQiata>  The  agency  issue  will  have 
a  govemnent  guarantee  analogoua  to  federal  deposit  insurance.  In 
addition,  Fannie  Kaa's  aarkat  presence  and  nana  would  be  important 
attributea  to  receiving  a  higher  sales  price. 

There  is  some  overlap  between  market  liquidity  and  retail  market 
sales,  ao  that  the  overall  cost  savings  to  Fannie  Kae  from  these  two 
factors  probably  lies  somavdiere  between  25  aiod  50  basis  points.  On  a 
t2S0  million  iaaua,  this  is  an  additional  eoat  aavinga  to  the  aoeney  of 
1625.000  to  >1, 250. OOP  annnaTIv, 

It  is  clear  that  Fannie  Mae  aa  a  direct  R£MIC  issuer  has  significant 
cost  advantages  over  the  private  REMIC  issuer.  It  is  unlikely  that  a 
private  issuer  could  successfully  compete  with  tha  agency  in  the 
marketplace.   in  fact.  Fannie  Maa  eould  match  any  frice  of  a  privati> 

iaauar  and  atill  atll  tha  iaaw  at  a  prggjtt Any  private  inatitntion 

HQuld  have  little  choice  but  to  accniieaee  to  the  ayenry^ 

One  final  point.  Some  observers  have  suggested  that  privata  iasuars 
could  compete  with  the  agencies  in  the  REMIC  arena  since  private  issuers 
compete  successfully  in  the  CMO  market.  Mhile  this  is  true,  this 
observation  misses  one  critical  point t  since  CMOs  have  to  be  carried  as 
debt,  the  agencies  are  effectively  restricted  in  their  activity.  They 
have  to  meet  capital  requirements  which  impose  constraints  on  their 

activity.   Wo  anch  constraint  exists with  REMlCa.   Since  thev  are 

a250  million  iaaua,  this  is  an  additional  eoat  aavinga  to  the  aoeney  of 

aalea   treatment  for   financial statement  purposes   and  thua   eomplftf^ 

extinguishment  from  the  balance  sheet. Hence,  the  aoenciea  would  hi>  » 

yineh  more  potent  aetor  in  the  REMIC  market. 
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